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Financial Dial 


How the Federal Reserve 
Protects Its Reserves and 
the Nation’s Credit -— 


By Arthur D. Welton 


' T's: day’s transactions on the New York Stock 


Exchange on August 27 last were 3,559,800 shares. 

On the same day in 1927 the transactions were 
2,017,000 shares. For the year, up to August 27, the sales 
were 506,407,300 shares and for the corresponding period 
in 1927 they were 357,649,200 shares. 

The figures tell an eloquent story of the increase in 
stock exchange operations and, compared with August 27, 
1927, that day in 1928 was very active. But in 1927 the 
rate for call loan money was 314 per cent and in 1928 it 
ranged from 7% to 8 per cent. A three and a half million 
share day is very large in comparison with 1927, but it is 
much short of the peak day in 1928 when sales were just 
under 5,000,000 shares. But it must be borne in mind that 
this three and a half million day came despite the high rate 
for call money. The stock market had been discouraged 
but it had not been whipped. 

Speculative movements, however, are merely one factor 
of the many that go to make a money market or a business 
situation. But the speculative movement is dramatic as 
well as volatile. It engages the attention. It challenges 
the imagination. It nettles the operators and intrigues the 
fictionist who sees in its results material for startling stories. 
Of course bankers are interested in it because its movements 
have much to do with their profits. But the Federal 
Reserve bankers are not interested except as it is one phase 
of a broad question. Federal Reserve bankers are inter- 
ested only in broad questions. They are interested particu- 
larly in the condition of the Reserve banks. The condition 
of the Reserve banks varies with the activities and move- 
ments of both trade and speculation. If either or both of 
them move too rapidly, the dial on the barometer of 
business in the Reserve banks will register, watchful eyes 
will see and prudent hands will move. 

The dial recorded, the eyes saw and the prudent hands 
moved in July. The rediscount rate was increased. Prior 


to that there had been other recordings and other move- 
ments, all made for the purpose of protecting the reserve 
There was much 


position of the Federal Reserve banks. 


ut speculation disturbs 

their dials and sets the 
indicator at the danger mark. 
And they do care for their re- 
serves and the integrity there- 
of and these, after all, are the 
mark and index of a sound 
banking system, of sound 
banking judgment under a 
system of reserve banking.” 


comment about it and a good deal of growling. It was 
indicated pretty strongly that some kind of arbitrary 
action should be taken to curb the curbers. 

We may be thankful for the Federal Reserve System 
which, in taking care of itself, takes care of everything else. 
It is a much misunderstood system and, often enough, much 
maligned because much misunderstood. It is supposed, 
usually, to be militant and arbitrary. When it says, “I am 
losing my reserves; I must protect them,” it is interpreted 
as saying, ““You boys are gambling too fast; I will stop you.” 

When it says, “I must call in my notes; I have too much 
outstanding,” it is interpreted as, ““You are using too much 
credit; I must take some of it from you.” When it says, 
““My member banks are not acting wisely; in their desire 
for profit they are weakening the credit structure,” it is 
interpreted as, “Those reserve fellows wish to control 
everything; they have too much power.” 


A MAN brought a suit in New York in which he asked a 
court to compel the Reserve banks or the Reserve Board 
to lower the rediscount rate, assuming that a court could 
interpret the economic forces and adjudicate the dis- 
cretionary acts which followed their operations. 

And business cried: ‘“‘Why should I pay the penalty for 
the sins of the gamblers?” There was a great chorus of 
ohs and ahs and the scribes and the wiseacres oiled up their 
typewriters and a hundred or a thousand explanations 
of the situation were the product, each comparing some- 
thing with a similar something on the same day last year 
and another in 1913 and another in 1907 and 1898. 

It appears, however, that the great forces of economics, 
which include finance, are controlled only by themselves. 
There is present only the verity of balance. Waste and 
extravagance, for instance, breed adversity. Poverty not 
only encourages but necessitates thrift. Speculation raises 
false values, and high prices bring buying resistance and 
manifest themselves in a thousand ways. It is a banal bit 
of philosophy to say that over-eating brings indigestion 
and regurgitation, or that the sea piles up the dunes which 
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hold it back, or that the wages of sin 
bring the same old penalty. 

The Federal Reserve bankers stood 
pat in the face of the outcry. When it 
was predicted that the rediscount rate 
would be raised again, they made no 
answer because the reply was obvious. 
It depends on the reserve position. The 
reserve, as indicated by the ratio of 
gold to deposit and note liability, is 
all-important. The law says we are 
safe if the ratio is 40 per cent. 
Practice and prudence say the ratio 
cannot be controlled to such a point 
of refinement. The ratio gathers 
momentum as it falls and it is under 
the constant threat of some billions 
of government bonds —rediscountable 
collateral—and that is rather more 
disconcerting than an increase in the 
volume of production and_ trade. 
Under such circumstances a falling 
ratio is not to be stopped by a gloved 
hand. 

It would be interesting if the finan- 
cial laymen would or could learn some- 
thing about the impersonal character 
of economic forces; if they would 
learn to distinguish them from arbi- 
trary power. Economic forces don’t 
care who resents them or how much. 

What began along about last Janu- 
ary and still continues, may aptly be 
termed a conflict of economic forces. 
Fortunately the Federal Reserve 
bankers were present and earnest about 
‘reading the record and watching the 
signals. 

When the economic needle pointed 
to “‘warning,” the Federal Reserve 
said: “‘I will sell some of my securities 
and get back my notes.” 

It sold securities, not suddenly and 
fitfully, but steadily and persistently. 
As a corrector of previous conditions, 
similar except in volume and intensity, 
that remedy had been found effective 
as a protection to the reserve. This 
time its effect was practically negligible. 
The Reserve banks took money out of 
the market by selling their securities 
but the member banks came forward 
with eligible paper and government 


bonds, rediscounted and got the money 
back. 


‘THE condition, however, was not the 

same as before. There was the same 
amount of money approximately, but 
the reserve was proportionately lower. 

Simultaneously or contemporarily, 
because these happenings take no ac- 
count of one another although there is 
an interdependence, our bankers were 
lending large sums of money to foreign 
borrowers. These sums usually were 
to be paid in gold although payment 
probably took the form of credit 
balances in American banks. That is 
much the same thing; it counts accord- 
ing to the state of foreign trade balance. 
The trade balance was favorable but 
by no means great enough to offset 


these cash credits. Gold began to 
flow away from the United States. 
There was a considerable stream of it 
and it flowed for a considerable time. 
The outflow of gold was an inroad on 
the reserve. 

Conditions in Europe and other 
foreign countries had been improving 
slowly but surely for along time. Dur- 
ing the process of recovery, or, at least 
while uncertainty still ruled, foreign 
governments and foreign private con- 
cerns carried large balances in Ameri- 
can banks. These balances varied but 
were reported at one time to be in 
excess of a billion dollars. When 
stability at home became assured, 
these balances were drawn on. The 
withdrawals were added to the outward 
gold flow which became greater. The 
stabilization of the French franc was 
notable. Much gold went to France. 
South American countries drew heavily 
also. 

These withdrawals added to the 
depletion of the reserve. 

Federal Reserve officials, with their 
eyes on the dials, saw all this in the 
form of results. Selling securities to 
protect the reserve became more and 
more ineffective. 

Simultaneously again, speculation at 
home was boiling. As stated before, 
Federal Reserve bankers can’t coun- 
tenance speculation. The law forbids. 
The stock exchange is ferra incognita to 
them. So is the big field of legitimate 
financing through issues of stocks and 
bonds. 


EMANDS of all sorts for 

capital had been continuous and 
persistent for several years. The 
demand, of course, was always legiti- 
mate —for building, for public utility ex- 
pansion, for municipal improvements, 
for industries and railroads. Securities 
were being poured into the market at 
the rate of a billion dollars a month. 
Everyone wondered where the money 
was coming from. The securities 
seemed to sell readily enough. But 
there is always a great amount on hand 
—that is, as collateral to loans from 
banks. Of “brokers’ loans,’’ the item 
that is supposed to reflect speculative 
borrowings, no one knows what pro- 
portion is against securities in process 
of sales to investors. Loans on such 
securities in private banks have helped 
to build up the huge credit structure. 
They are not accepted as collateral for 
rediscounts at the reserve banks, but 
they send the lending member banks 
to the reserve banks with eligible paper 
and government bonds. 

These borrowings cut into the re- 
serve ratio. 

And speculation—the buying and 
selling of stocks on the exchanges, 
particularly the New York Stock 
Exchange, for a rise or fall—has a 
large place in the summary of things 
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that were registered on the dial at the 
Reserve banks. A forbidden field for 
the Federal Reserve but one produc- 
tive of a vast influence. The influence 
may not be ignored. This activity, 
mounting in volume to unprecedented 
proportions, was consuming a vast 
mass of credit. The New York Stock 
Exchange was the scene of it but the 
whole country, and some foreign lands, 
were contributing to its amazing bulk. 


"THE banks of Wall Street were making 

loans against margined securities not 
only for themselves but for hundreds or 
thousands of country banks. Rising 
security prices, bid up daily to new 
heights by enthusiastic speculators, 
increased lending values. Loans 
created deposits and deposits called 
for reserves. All of this showed to the 
watchful eyes on the dial in the 
Reserve banks. 

It was a new threat to the reserve 
ratio. 

Selling their securities had failed the 
Reserve banks. The rediscount rate 
remained. 

There was a pause at this point. 
The Federal Treasury had some large 
and important matters pending. Re- 
financing war issues on a stiff and rising 
money market is expensive. Mr. 
Mellon is a canny financier. Ten days 
elapsed between the submission of the 
Chicago Reserve Bank’s increased re- 
discount rate and its approval by the 
Federal Reserve Board (Andrew Mel- 
lon, chairman). The delay gave the 
Treasury a chance to clean up. But 
when the increase was announced, it 
fell as a shock on the stock market. 
Would the other Reserve banks follow? 
They would and they did. Would the 
higher rate allay the speculative fever? 
It would not, that is, not of itself. Five 
per cent as a rate for Reserve bank re- 
discounts appears to be rather remote 
influence in a field of endeavor that 
can have no direct relations with those 
banks. 

Knowing nothing of speculation, and 
forbidden by law to make loans in its 
support, Reserve bank officials deemed 
it unnecessary to make denials that 
they were moved to increase the re- 
discount rate by any desire to curb 
speculation; oh, dear, no. And it was 
the truth. The dials told them of 
dangers that were not speculative at 
all. 

Speculation was shocked but re- 
covered speedily and continued. Cer- 
tain economic forces began to play to 
the end of apparent defeat of the 
efficacy of a high rediscount rate. 
Money is fluid, the economists say. 
It flows naturally and surely to points 
where it can earn the most interest. 
‘Never mind. about Wall Street,” 
said the late J. P. Morgan to the Pujo 
*‘money trust” investigating committee 
a few years ago. “Wall Street will 
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always get money because ‘it will 
always pay the price for it,’ or some- 
thing to that effect. (See reports of 
the Pujo committee in VI volumes.) 

There was to be a new test of that 
much discussed and disputed force, the 
rediscount rate. It had had 
several minor and one serious 
and significant test: the latter 
in 1920. But those who 
maintained belief in its effi- 
cacy have always explained 
that the 1920 test was be- 
lated. At that time, also, a 
Treasury exigency had inter- 
vened to cause delay, with 
the result that the final result 
was termed deflation and the 
farmers have clung to it ever 
since as the cause of all their 
woes. (See any of the 363 
speeches of Senator Brook- 
hart of Iowa.) 


ON this occasion, however, 

there was no question of 
restraining business or specu- 
lation in merchandise. If 
there was to be a beneficent 
result, speculation in stocks 
had to be stayed regardless of 
the neutral attitude of the 
Reserve banks. 

The call loan rate, which is 
speculation’s money register, 
advanced erratically as the 
New York banks called loans 
to protect their individual re- 


serve positions. A high call loan rate 
will affect speculation. A higher re- 
discount rate affects the banks’ com- 
mercial rate and high commercial rates 
indicate tight money. Tight money 
affects the call loan rate which, in 


Nine 


turn, affects speculation. It is a long 
way round but the trail is well worn. 
However, high interest attracts that 
fluid commodity —money —whether it 
is commercial or call rate, and money 
began to flow to Wall Street. 

This new money, in many 
instances, came from distant 
points. Perhaps, some banks 
rediscounted at 5 per cent to 
get money to lend on call at 

seven or eight. Some one — 

‘, it may have been a Federal 

Reserve banker —remarked 

| that the member banks, 

' meaning all banks, were re- 

sponsible for the inordinate 

speculation, not the Federal 

Reserve banks, and it was 

the job of the member banks 

to check it, not the job of the 
Reserve banks. 


"THE member banks, there- 

upon, began to see their 
duties in a new light —that 
of reserves. 

The call loan rate con- 
tinued —and still continues — 
high, with variations. Money 
continued on the job of 
flowing to Wall Street. This 
time —of course, there was no 
simultaneousness — it came 
from the interior banks and 
with it came instructions to 
their New York correspond- 
ents to place it in the 
(Continued on page 58) 
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Another Significant 
Advance in Education 


By Hy. W. Sanders 


ITH the opening of the fall and 
W\ winter season, the American 

Institute of Banking, in its 
192 chapters throughout the country, 
initiates a new curriculum. Several 
years will be occupied in the transition, 
to give those already on their way to- 
wards a certificate the opportunity of 
completing it under the old plan, but 
by 1931 it is expected that the educa- 
tional work, under the new plan, 
will be operating throughout the 
United States uniformly. It places 
banking education in line with the 
rising standards of adult education, 
and at the same time recognizes 
the growing specialization of modern 
. banking practice. 

The established courses will be re- 
tained and supplemented by others, 
including the study of various phases 
of credits, accounting and investments, 
and the graduation certificate will now 
require a distinctly higher standard of 
attainment. This standard certificate 
has become almost indispensable for 
promotion to important positions in 
the banking world of today. 

A study of the constantly advancing 
educational standards of the Institute 
since its inception at the opening of the 
twentieth century, demonstrates in the 
most striking manner the growth of 
American banking. It is doubtful 
whether any period of twenty-five 
years in history has witnessed such 
far-reaching changes in human life, 
and this rapid progress is reflected in 
banking developments. At the outset 
the banking technique of the country 
was so little organized that the pioneers 
of the American Institute of Banking 
had difficulty in obtaining suitable 
textbooks or instructors. In England, 
the London Institute of Banking had 
been operating for a number of years 
along educational lines, chiefly by 
correspondence courses, and had devel- 
oped some excellent textbooks. Be- 
sides these there were, of course, the 
many standard works on money and 
banking from the economic viewpoint. 
American conditions, however, were dif- 
ferent in many respects from those in 


England, and we all 
know that there is a 
great difference be- 
tween understanding 
the theoretical discus- 
sions of money and 
credits, and applying 
them in actual bank- 
ing practice. So the 
new organization had 
to start to develop 
textbooks, instruc- 
tional methods, and 
an educational plan of 
its own. 

The way in which this has been 
accomplished through the years, and 
by the operation of a plan of develop- 
ment along strictly American lines of 
local independence, forms an interest- 
ing story, and leads up to the latest 
advance in the educational standards 
of the Institute. The various chapters 
retain their local independence in all 
matters of administration, organiza- 
tion and the application of the curric- 
ulum to their local needs. The 
national organization publishes the 
textbooks, establishes educational 
standards, and issues the examination 
papers and certificates. The local 
instructor grades his students, partly 
on their class progress, partly on their 
examination papers, and partly on the 
basis of class attendance. The na- 
tional organization then reviews the 
grades before issuing certificates of 
graduation. In this way local auton- 
omy is preserved, and at the same time 
the standards for the entire country 
are maintained on an equitable level, 
so that a graduate of the Institute in 
any chapter may receive proper rec- 
ognition in another. 

In the early years of the American 
Institute of Banking, the student 
might obtain a graduation certificate 
with but sixty hours of study. Only 
two courses were first provided, 
Standard Banking and Commercial 
Law. Thirty study periods of an hour 
each, once a week, and the final exami- 
nation were considered adequate to 
give the student a general idea of the 


Harold Stonier, educational director 


theory behind banking practice. Later 
arose a need for a course even more 
elementary than theSe, and a separate 
textbook on “Elementary Banking” 
was introduced. This was planned 
especially for the beginner to give him 
some idea of the ordinary terms and 
procedures, at the outset of his banking 
career, and to the student who attended 


-and passed the examination in this 


elementary course, a preliminary certif- 


-icate was awarded. He was then con- 


sidered to be ready for the studies 
leading to the “Standard Certificate.” 


About ten years ago there was 

another step forward, by which the 
standard courses were increased from 
two to four by the separation of the 
Standard Banking course into Eco- 
nomics and Standard Banking, and the 
separation of the Commercial Law 
course into Negotiable Instruments 
and Commercial Law. The latter 
development followed the enactment 
of a uniform Negotiable Instruments 
Act in all but one of the states. Thus 
the standard certificate of the Institute 
came to represent 120 hours of study, 
or four courses of thirty weekly 
periods of one hour, and the passing of 
the final examinations, in addition to 
the class in Elementary Banking. 

The next advance came in 1923, 
when Stephen I. Miller, an educator of 
outstanding ability, was appointed 
national educational director. After 
a careful study of the situation, he 
came to the conclusion that the time 
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devoted to each course was inadequate, 
and that a class only once a week was 
insufficient and unnecessarily pro- 
longed the time for completion of the 
course. What is called in educational 
circles, ‘“‘class mortality,’ was high. 
Too many young 
bankers who started 
courses, never 
finished them. 

As a result, Dr. 
Miller traveled the 
country and “‘sold 
the chapters” on 
two ideas: first, 
that of increasing 
the class periods 
from an hour to an 
hour and a half, 
and, second, of 
holding classes 
twice a week —the 
so-called “intensive 
plan.” Over a 
period of two or 
three years the 
important chapters 
all adopted the first 
requirement and 
nearly all of them 
now operate on the 
second. 

By the “intensive 
plan” the study 
periods have been 
brought sufficiently 
close together to 
ensure continuity of 
interest, and greatly reduce the class 
mortality. 

By the increase in .class-periods 
from an hour to an hour and a half, the 
“‘semester-hour” requirements for a 
standard graduation certificate were 
raised from 130 to 168 hours, while the 
student who was really in earnest was 
able to devote two evenings a week 
and take the four standard courses in 
two years. Thus the educational 
achievements were perceptibly raised 
as students were obliged to apply 
themselves to the studies with greater 
diligence. At this time the old 
“Elementary Banking’ course was 
enlarged and revised and re-named 
“Banking Fundamentals,” and _ all 
beginners were urged to take this 
preparatory course before entering 
upon studies for the standard certifi- 
cate. Wherever they did so, the entire 
time of study preceding the standard 
certificate was extended to 210 hours. 


DE»: Miller encountered another prob- 

lem during the last two years of his 
administration —flagging of interest in 
the smaller chapters as soon as the 
main body of students who had 
started the chapter had finished their 
courses and received their graduation 
certificates. In other words, outside 


of the larger cities, there was difficulty 
in making the educational program 


continuous. To overcome this handi- 
cap and at the same time to push the 
educational standards still higher, 
he planned a series of postgraduate 
courses for the purpose of instilling new 
interest and enlisting the active support 


Frank M. Totton, president (above) and W. J. Evans, vice-president 


of the older students, thereby strength- 
ening the chapter organization and at 
the same time meeting the ever- 
advancing educational needs of modern 
banking. 

This was the situation a year ago 
when Dr. Miller was called from the 
position of national educational director 
of the American Institute of Banking 


Eleven 


to the important position of executive 
secretary of the National Association 
of Credit Men. 

Harold Stonier, then vice-president 
of the University of Southern Cali- 
fornia, an old friend of the Institute 
and for a number of years an instructor 
in Los Angeles chapter, was asked to 
attend, first the American Institute of 
Banking convention in Detroit in 
July, 1927, and then that of the 
American Bankers Association at Hous- 
ton in the autumn; after which it was 
announced that he would succeed Dr. 
Miller. To all who knew him the news 
was most welcome, for Harold Stonier 
is one of those rare combinations of 
business man and educator, of prac- 
tical man and theoretician, well suited 
to this work. Since he made his first 
swing around the country, meeting and 
addressing banking groups in the 
principal cities, Dr. Stonier has won the 
confidence of all with whom he has 
come in contact. An able and eloquent 
speaker, he has already achieved 
distinction first as president of the Los 
Angeles Advertising Club, and later 
as president of the Associated Adver- 
tising Clubs of the Pacific Coast. His 
fine record both in investment bank ing 
and university 
work, brought an 
enthusiastic re- 
sponse when at 
the spring meeting 
of the executive 
council of the 
American Institute 
of Banking he pre- 
sented the plan 
that constitutes the 
latest forward step 
in banking educa- 
tion. 

The new program 
of studies will not 
come into full effect 
until 1931, so that 
all students who 
have made a start 
under the old plan 
have opportunity 
to complete their 
certificates. For all 
new students, how- 
ever, the require- 
ments have been 
raised and they will 
have to take eight 
courses of forty-two 
hours each, or 336 
hours, before attain- 
ing graduation cer- 
tificates. In addition to this, an in- 
teresting series of special graduate 
courses, with special certificates for 
proficiency, will be provided for those 
who wish to continue their studies 
by specializing in commercial, invest- 
ment, or trust banking. 

Under the new plan the Banking 
Fundamentals course ceases to be 


(Continued on page 46) 
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While celebrating its sixty- 
fifth anniversary, the First 
National Bank of Fort Wayne, 
Ind., displayed many of its 
time-saving devices in the 
lobby, while the girls ap- 
the Civil 

ar period to receive visitors 
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© EWING GALLOWAY 

The new “Bishop of Wall Street’’ in action at the 

corner of Broad and Wall Streets—Capt. D. F. 

Mountford who preaches to the thousands in New 
York’s financial district 
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© HERBERT PHOTOS 

It’s a new coin sorting and counting machine— 

counts the coins of each size and gives a 
combined total of all sizes 


© INTERNATIONAL 

Come to sell their silver and 
gold to the Bank of France 
since the stabilization of the 
franc. The majority of the 
great queues are women 


A viewof the newhome 
of the Green Point 
Savings Bank, Brook- 
lyn. ore than 6,000 
adultsvisited the k 
on opening day and 
1,310 new accounts 
were opened. Total 
deposits are $650,000 
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The Bank Business Isn't 
Home-town Anymore 


By Don Knowlton 


Union Trust Company, Cleveland 


XACTLY thirty-five seconds after 
the guard had closed the bank 
doors, Jim Atkins, assistant 

cashier, put on his hat, picked up 
his golf bag, and started out the side 
entrance. 
The door was just closing behind 
him when he heard, “Hey, Jim!” 
- It was the vice-president’s voice. 
Now wasn’t that just like old Rogers, 
to call a fellow back just when he was 
starting out for a foursome! 
Reluctantly Jim swung back through 


_the door, leaned his golf bag against 


the check desk, threw his hat on the 
counter, and went up to the front 
office where Ira Rogers, senior officer 
in charge, waited with an inscrutable 
smile. 

Jim Atkins always had been afraid 
of that smile. You never could tell 
whether it was the forerunner of a re- 
proof or a word of praise. He sat 
down uneasily at Rogers’ desk, noting 
afresh the vice-president’s shock of 
iron-gray hair, thick bushy eyebrows, 
square chin, and the deep lines about 
his cheeks. A hard man, some people 
thought him —and yet Jim Atkins well 
knew from experience that beneath 
that forbidding countenance, Rogers 
masked a heart amazingly sympathetic 
with the ways of youth—for all his 
sixty-seven vears. 


“I get the general impression,” 


Rogers began, still with that inscrut- 
able smile, “that you were about to get 
ready to go out to play a game of golf.” 


“That was the main 
idea,” Jim came back, 
a bit nettled. 

“Seems to me you’ve 
been playing a great 
deal of golf lately, 
Jim.” 

“Yes, I have,’ was 
Jim’s answer. “I 
thought in so doing 
I was following in- 
structions. Mr. Reilly 
told me he wanted 
me to do everything I 
could to maintain 
proper social relation- 
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It was the vice-president’s 
voice—just like old Rogers 


ships with our good at. 


customers. The four- 
some this afternoon was with John 
Penny, Harvey Sloan and Jack Mc- 
Bride. They’re all young business 
men, good customers and borrowers, 
as you know. However, if you think 
Iought nottodoit...... 

Unaccountably, Mr. Rogers broke 
into a laugh. 

“Bless your heart, Jim,” he said, 
“play all the golf you want to. Of 
course it’s good business to get as 
close as you can to our customers. 
The time was, when I was younger, 
when I could make the dash from my 
desk to the street in ten seconds flat, 
the minute the bank doors were closed 
—and I still do it once in a while. But 
this afternoon I’m going to ask you to 
let that foursome wait for fifteen 
minutes or so. What I am getting at, 
Jim, is this —I send over to your desk, 
every day, a stack of business and 
financial magazines and reports. I 
noticed, in going by your desk today, 
Jim, that apparently you haven’t 
touched that stack in two weeks. 
Now, those things are put there on 
your desk for you to read, and read 
carefully. I don’t care when you read 
them —take them home; if you want 
to.” 

“All right, Mr. Rogers’ answered 
Jim. “Tl pick them up on my way 


home from the club and study them 
over tonight —and I’ll read them more 
carefully in the future.’ He rose to 
his feet. ‘“‘Is that all?” 

“No, Jim, it isn’t all,” answered the 
older man. 


JjiM Atkins sat down again rather pre- 

cipitately, and the vice-president 
chuckled at his sudden change of 
countenance. 

“Jim,” asked the vice-president, 
“have you the slightest idea why I 
want you to read all those things?” 

Jim hesitated. 

“Why, ah-er—” he began, “I know 
they come into the bank right along. I 
supposed they were just some things 
passed around for all of us to look over 
if he wanted to —” 

thought so,’ commented the 
vice-president. ‘What would you 
think if I should tell you that it is 
probably even more important for this 
bank, and for your success as a banker, 
to study over those reports on economic 
trends, international developments, 
foreign trade and the like, than it is 
for you to develop personal relation- 
ships with our customers—as you’re 
doing so well through your golf and 
your music and your activities at the 
Chamber of Commerce? What would 
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you think if I should tell you that your 
knowledge of the state of trade in 
China today might prove of more value 
to the bank than your ability to 
analyze correctly the financial state- 
ment of a customer who applies for a 
loan?” 

The young man’s eyes opened very 
wide indeed. 

“TI don’t quite understand you, Mr. 
Rogers,” he said. 

A sudden smile !it up the vice- 
president’s face. 

“T’ll make a confession to you, 
Jim,” he said. “I didn’t begin to 
understand it myself until only a few 
years ago. I’m only just beginning 
now to realize what it’s all about. It 
seems to me, today, that through 
almost all of my life as a banker I’ve 
been living in a room with the blinds 
pulled down —working in the dark — 
and all of a sudden somebody pulled 
up the shade and let the light in. Now, 
there’s no need for you to go through 
that experience. You ought to keep 
the shades up all the time. Do you 
see now what I am getting at?” 

“T can’t say that I do,” was Jim’s 
answer. 

“Well, I don’t wonder at it. I guess 
the best way to explain it to you is to 
begin at the beginning and tell you my 
own experiences. They cover a long 
period of years and they were rather 
painful at times —and I imagine they’re 
typical of what bankers like myself 
have gone through all over the 
country. 

“‘When I started out in the banking 
business, I’d hate to tell you how 
many years ago, I got a job as a 
messenger, and then became a book- 
keeper and then a teller, and finally 
got to be assistant cashier about the 
time I was thirty years old. So you 
see in those days I was in about the 
same position, with respect to the 
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The young man’s eyes opened very wide indeed 


bank, as you are today, except, of 
course, that then the bank was some- 
what smaller, and there was only one 
assistant cashier, myself, instead of 
there being three, as is the case today. 

“Well, anyhow, I got to be assistant 
cashier. Then I decided, just the way 
you have, that I ought to develop all 
the possible contacts I could with our 
customers. So I got acquainted with 
the up-and-coming young men in all 
the businesses around town. I played 
golf with ’em, I played cards with ’em, 


I went to call at their houses and they 


came to call at mine. 

“We didn’t have any Chamber of 
Commerce in those days, but I became 
quite a booster for the town. I felt 
in those days much the same as you 
feel now —that this is a mighty good 
town to live in and do business in. I 
cheered for town progress and I rooted 
for home town industries. 

“I made it my business, too, to get 
pretty well acquainted with the busi- 
ness and financial standing of almost 
every individual in this whole city. 
I’ve noticed that’s what you’ve been 
trying to do, too. 


“S° far,so good. The bank began to 
grow as the town grew. I got so 
that I ‘could estimate pretty well, I 
thought, what we ought to loan any 
customer or any business, because I 
thought I knew all about that customer 
and that business. So after while they 
made me cashier and then they made 
me vice-president, and so things went 
on for quite a while. 
“Well now, Jim, during and after 
the war, ideas began to drift in to me 
that were very strange and new. 


There was a lot of talk about foreign 
trade and reparations and international 
debts and the gold standard and all 
that sort of thing. There was a lot of 
chatter going the rounds here and 
there about the fact that the United 
States could no longer stand alone 
among nations—that our economic 
set-up was now international. 

“Well, I didn’t think much about 
that. I didn’t see how that could 
affect me, or our bank, or our city. 
Things in our town had always gone 
along on a rather self-sufficient basis. 
What happened in China or Germany 
or Afghanistan or Peru made no 
difference to us. We had our home 
industries; they had their buyers; 
things ran on from year to year in 
much the same way-—and that was 
that. 

“TI didn’t see why we should get 
mixed up in any of this foreign stuff. 
I was a firm believer in my town. 
What’s good enough for this town, I 
thought, is good enough for me and 
good enough for this bank. We’re 
going to foster our home businesses 
here along purely local lines. We 
aren't going to get mixed up in this 
foreign stuff. 

“And then during the 1920-21 period 
when business went to smash and then 
began to pick up again, I prided myself 
that I hadn’t been carried off my feet 
with any of these new-fangled ideas 
about foreign relationships, foreign 
trade, and all that. 

“Now what I didn’t see—what I 
was blind to—was that since the war 
the entire business fabric of the country 
had changed very considerably. Trans- 
portation had improved, distribution 
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was different, sales methods were 
different —this town was no longer a 
merely local unit, and the businesses 
in this town could no longer be run on a 
purely local basis. I don’t know any- 
thing about Ejinstein’s theory of rela- 
tivity, but I must say I think it might 
be applied to business generally —in 
this way; I would say that today a 
business cannot be carried on merely 
in and of itself, but it must be con- 
ducted in relationship to the same or 
similar businesses, not only in this 
country but in other parts of the 
world. We aren’t merely affected by 
local -eonditions, and we aren’t merely 
affected by national conditions — we’re 
beginning to be affected all the way 
down the line by international con- 
ditions —by what goes on all over the 
world. 

“Well, that’s what I didn’t see, and 
it was brought home to me in a 
particularly personal way. About 
four years ago I bought a coal mine 
down here near Westport, about ten 
miles outside of town. I put a man in 
charge of it and it ran along rather 
steadily for a while, and then all of a 
sudden we began to get a lot of orders 
out of Chicago. We'd never got any 
business from Chicago before, but now 
the orders certainly began to roll in. 
We mined more coal than that mine 
had ever mined before. We made 


_money, and good money, too. We 


made such good money that I thought 
we ought to expand, and so I incor- 
porated the company and sold stock in 
it to a number of my friends, and we 
bought two more coal mines and put 
in a lot of new machinery. 

“Well, sir, just about that time sales 
of coal stopped and stopped short, just 
as if someone had come along and cut 
them off with a knife. I couldn’t 
understand it. All my friends, to whom 
I had sold stock, came in and blamed 
me for having loaded them up with a 
white elephant. We tried our best to 
sell coal, but there simply wasn’t any 
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market for coal, and then 
along came the coal strike 
and put us out of busi- 
ness completely. 

“Well, I got to looking 
into that thing and then I 
found out, much to my 
surprise, that the reason 
we'd sold so much coal to 
Chicago was because the 
mines that previously had 
been supplying Chicago 
had been busy shipping 
coal to seaboard in order 
to take care of exceptional 
export demands caused by 
the British coal strike. As 
soon as the British coal 
strike was settled, then, of 
course, the export demand 
was cut off, and so Chicago 
began to buy once more 
from-the mines from which 
it had bought before, and 
we were left high and dry. 

“Jim, I tell you that thing 
struck me just like a slap 
in the face. Here a bunch 
of miners in England had 
gone on strike. The result 
was it had cost me and my 
friends a lot of hard-earned 
money. 

“I couldn’t say any longer that 
business here was purely a local affair. 
I couldn’t say that we were self- 
sufficient. I began to realize that 
what happened to business here in this 
town depended upon what was going 
on in the business field, not only 
throughout this country but all over 
the world. And so I began to wake up 
and investigate. That’s what I mean 
when I say that after while somebody 
pulled up the shades and let the light 
in. And that somebody, in my case, 
was the British coal strike. 


“THE next thing that came to my at- 

tention was this: You know we used 
to have a pretty good tobacco market 
around here. The farmers sold their 
tobacco to the warehouses, and buyers 
from the East came to the warehouses 
and took practically our entire produc- 
tion at fair prices. This had gone on in 


) exactly that way ever since I was a 


small boy. A good many of our good 
customers were tobacco growers, and 
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we'd always advanced the money on 
their crops. 


“Well, all of a sudden the tobacco 


market went dead. Most of the 
growers thought it was just a bad year. 
But this experience with the coal mine 
had given me ideas, so I looked into it, 
and what do you suppose I found out? 

“Most of the tobacco in our district 
had been bought for export to Italy. 
It seems the Italians were particularly 
fond of the type of tobacco that grew 
in this district. Well sir, after Musso- 
lini got in power, he decidedethat Italy 
ought to grow its own tobacco. He 
started tobacco plantations in Italy 
and discouraged importations of to- 
bacco. His experiment proved to be a 
success, and our local tobacco growers 
were left without a market. 

“TI found that out just in time to 
save our bank a number of losses which 
would have resulted in the old-fashioned 
way if we had loaned to the tobacco 
growers. And I also passed the word 
along to the growers in this district 
so that they looked for new markets, 
changed their brand of tobacco, or 
started to raise entirely different crops. 

“That’s the way it’s been going. 
You know the glass factory down next 
to the river? Well, they came to me 
last year, outlining a program of ex- 
pansion and wanting considerable re- 
financing. I began to look into things 
and I found that European glass manu- 
tacturers\ were getting on their feet 
and begining to import plate glass 
into this country at a price that our 
domestic manufacturers couldn’t touch. 
(Continued on page 48) 
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Cost Analysis 


| Every Account Pays 
| Its Way, Including 
the $5,000 Balances 


By Stewart McGinty 


Vice-president, Fourth National Bank of Atlanta, Georgia 


OR several years the principal of its size, could save 
between bankers has some of the money 
been, ‘“‘How can a bank increase that it had already 
its profits?”? Some banks answer this made but had to pay 
question partially by placing service out in interest on cer- 
" charges on accounts that do not carry tificates of deposit, Mr. McGinty 
a profitable balance, and on items left savings accounts, daily 
is for collection, locally and on other’ balances and salaries 
"i -points; charging exchange on items caused by excess activity. I have question should be made out for each 
‘ that the bank is unable to collect at reached the conclusion that the best period. Numbers 1 to 16 inclusive 
me par; and making service charges on’ thing any bank can do is to have an __ outline how loanable funds is arrived at. 
t small loans where the legal rate of up-to-date cost analysis system. No. 17, gross earnings, would be 
9 interest does not compensate for the I know every banker will agree your entire earnings for the period, less 
t work. with me that too much interest is being any rebates that you may have made 
Despite these alternatives, profits paid on deposits which can be divided on loans paid before maturity, and also 
e have not proven entirely satisfactory into three classes: savings accounts, interest on borrowed money. These 
d to all banks, so I decided to study certificates of deposit and daily bal- deductions would give your gross earn- 
i the situation and see if there was not ances. Correspondent bankers have ings, and this amount applied to your 
i some way whereby a bank, regardless often asked me the question, ““What loanable funds would give your average 
A would be a reasonable rate of earning rate. 
lv pat ae at interest to pay on savings ac- No. 18 is expense directly at- 
counts and certificates of de-  tributable to activity. This should 
posit?” These bankers did not cover salary of any officer for the time 
have any accounts on which he devotes to the supervision of ac- 
they were paying interest on tivity, and salaries of tellers, book- 
daily balances. They wished to keeping, proof and transit departments 
h nes know what would be a fair rate and any other clerks handling items 
d to their depositors and to the deposited or cashed; stationery, lights, 
bank. rent, and depreciation on machines, 
nd 1—Duefrom U.S. Treas Redemption Fund. furniture and fixtures used in those 
t THs is a question that I departments. After arriving at this 
a Vneeiieiiiietennetnnty unable to answer offhand, expense, the amount applied to loan- 
but I wish to submit Form A-193, able funds would give your average 
known as the control statement, rate ot cost. 
= PNT RI mes sare that I have worked out so that No. 19: The easiest Way to arrive 
Farnings any bank can fill in the figures at all other expense would be to deduct 
om [-Seperemintih and ascertain for itself what your expense directly attributable to 
ly Bib ene ile rate it can afford to pay. The activity from your total expense, plus 
TOTAL EXPENSE. divisions in this form have been total depreciation for the period. This 
numbered from 1 to 24 inclusive. amount applied to your loanable funds 
ngs Celine 8 a . Banks have different periods for would give your average rate of cost. 
closing their books—some quar- The amounts added and the rates 
feet terly, some semi-annually and added of 18 and 19 would give your 
lass others annually. Whatever period total expense and total rate of cost. 
a bank may have, the form in 
1c 


No. 20 is the amount of dividend 
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that you would pay for the period, and 
this amount applied to your loanable 
funds would give your dividend rate 
against loanable funds on a per annum 
basis. Dividends paid should be a 
minimum of 5 per cent per annum of 
capital, surplus and undivided profits, 
for this is the amount that the share- 
holders have invested in the bank. 

No. 21 should be a minimum of 
5 per cent of capital, surplus and un- 
divided profits. This amount applied 
to your loanable funds gives the rate 
that is being passed to undivided profits 
as applied to loanable funds. This 
deduction from gross earnings is for 
the purpose of taking care of losses for 
the period, the remainder going to un- 
divided profits —first as a guarantee to 
the depositors and, second, for the 
benefit of the shareholders. 

No. 22 gives the totals of 18, 19, 
20 and 21, both as to amount and rate, 
covering total expenses, dividends paid 
and 5 per cent of capital, surplus and 
undivided profits. 

No. 23: Rate 17 minus Rate 22 
gives the maximum rate of interest 
that may be paid to depositors on all 
loanable balances. There are very 
few, if any, commercial banks that are 
paying interest on their entire loanable 
balances and it would be in order for 
the bank to find the percentage of loan- 
able balances that it is paying interest 
on. For example, if interest was being 
‘paid on 100 per cent of loanable 


balances and the rate shown in 23 was 
2 per cent, the bank could afford to pay 
only this rate. If interest was being 
paid on 75 per cent of loanable 
balances, the rate of 2.66 per cent 
could be paid. If interest was being 
paid on 60 per cent of loanable balances, 
the rate of 3.33 per cent could be paid; 
and if interest was being paid on only 
50 per cent of loanable balances, the 
rate of 4 per cent could be paid— 
which is the maximum rate that any 
bank should pay. Another way would 
be to find the amount of interest paid 
on savings accounts, certificates of 
deposit and daily balances for the 
period and see if it would be more or 
less than the amount after deducting 
22 from 17, which is the amount that 
may be paid out as interest to deposi- 
tors for the period. 


T must be remembered at all times 

that there is constant demand on 
banks for the payment of interest on 
daily balances and further, that the 
public has been educated to the point 
of either investing their funds in 
securities or placing them in a depart- 
ment of the bank where interest will be 
paid. The savings departments and 
certificates of deposit have increased 
wonderfully in the last few years, and 
since the demand from the customer 
for interest is increasing every day, it 
is going to be necessary for the bank to 
hold its average interest rate paid to 
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depositors as near the rate in 23 as 
possible. The rate in 23 can be 
effected considerably by the gross 
earnings in 17 or the total expense 
shown in 19. So let’s analyze the 
situation whereby adjustments could 
be made so that you can continue to 
pay your dividend and pass the amount 
to undivided profits as outlined. For 
example, it may be possible to increase 
your gross earnings to some extent by 
raising rates on loans, and you may 
not be making service charges. 

The next step would be to analyze 
your expenses as a whole to see 
if they could be reduced. If your 
gross earnings were increased and your 
total expenses reduced, it would in- 
crease the rate in 23. Since the rates 
paid by banks have to be more or less 
permanent, a reasonable rate would be 
a maximum of 3 per cent to 3% per 
cent to pay on savings accounts and 
certificates of deposit, a maximum of 
2 per cent to 21% per cent on checking 
accounts when the average daily col- 
lected balance is $5,000 or more. 
Interest would be computed as we 
shall outline later in this article. 

No. 24 is your wholesale rate. If 
you are paying interest on less than 
100 per cent of your loanable balances, 
this rate may be increased accordingly. 

Another thought has occurred to me 
which may be of interest to banks 
located in cities where their deposits 
are high for a certain period of the 
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year and low for the other period. The 
high period generally is from November 
first to March first and the low period 
from March first until November 
first. For that reason I am going to 
suggest that banks consider having 
their certificates of deposit read, 
‘From November first to March first, 
2 per cent (or 2% per cent).” “From 
March first to November first, 314 per 
cent (or 4 per cent).” Of course if 
these dates do not fit the high and low 
periods, the bank can make changes to 
suit. The bank that follows this 
suggestion would be in a position to 
reinvest funds left on certificates of 
deposit during the high period and 
make a profit just the same as when 
it is loaning money to customers and 
paying 3% per cent or 4 per cent. I 
am of the opinion that banks operating 
on this basis would show increased 
profits at the end of the year. 


WE have now reached the point 
where actual analysis of an account 
begins. First, I wish to present a 
sheet, Form A-197, upon which full 
analysis is made, which will be referred 
to as the “Analysis Department Work 
Sheet.”” From left to right, the first 
column, number of items, is divided 
into “local” and “out-of-town.” This 
division is made because there is a 
difference in the cost of handling local 
and out-of-town items. The second 
column is the date that the deposit is 
received, and runs from the 21st of one 
month through the 20th of the next 
month. Using these dates enables a 
bank to complete the analysis of the 
account by the first of the month. 

The third column is_ used for 
posting exchange when charged to a 
customer. 

The fourth column is “local im- 
mediate,” which would be checks 
drawn on your bank and checks 
drawn on other banks in your city that 
you would clear on the same day as 
deposited. 

The fifth column is “local de- 
ferred” which would be checks de- 
posited drawn on other banks in your 
city that could not be cleared until the 
following banking day. 

Columns 6, 7, 8, 9, 10 and 11 are 
for checks that can be collected at par. 
Columns 12, 13, and 14 are for those 
that cannot be collected at par. 

It will be necessary for you to 
ascertain from your correspondent 
through whom you are collecting items, 
the number of days that the corre- 
spondent defers items on different cities 
and states and add to each classification 
the number of days required for your 
letter to reach your correspondent. 
You will then be in a position to insert 
at the top of the several columns on 
the work sheet, Form A-197, the 


number of days that items are to be 
deferred in those columns. 
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At this point you will 


know the number of 


COST OF ACTIVITY 


Cost orll NO.OF 
cost 


days that various checks 


are to be deferred. You 


should have a rubber 


stamp made with each 


classification on the work ame 


TOTAL COST 


sheet, beginning with 


“exchange charged’’ 
through “drafts cred- 
ited,”’ appearing in the 
impression so that the 


stamp would read as 

follows: Exchange Charged, Local 
Immediate, Local Deferred, Par 
1 Day, Par 2 Days, Par 3 Days, 
Par 4 Days, Par 5 Days, Par 7 Days, 
Non-par 3 Days, Non-par 4 Days, 
Non-par 5 Days and Drafts. Opposite 
these would be a column for the amount 
to be inserted in dollars. Of course if 
you do not have one day points, but 
have two day points, then you would 
start your par columns with two days 
instead of one day. The deposit tickets 
with items go from the receiving teller’s 
cage direct to the analysis desk where 
the various items in the deposit are 
assorted in accordance with the classi- 
fications of this stamp. Using the 
Federal Reserve par list and your 
time schedule, the analysis clerk adds 
the items in each classification, placing 
the total of each classification —in 
dollars —in its respective place on the 
back of the deposit ticket. The 
deposit with items then goes to the 
proof clerk for balancing. 

In the afternoon or the first thing 
the next morning, postings to the 
work sheet, Form A-197, are made 
in accordance with totals on the back 
of deposit tickets. If an account has 
more than one deposit for any one day, 


the totals of each classification are 
added before posting. 

Drafts credited on date of re- 
ceipt are entered in the “Drafts 
Credited” column, and carried in 
“Drafts Outstanding” until paid, at 
which time they are entered in the 
“Drafts Paid” column. By this method 
the actual amount of drafts outstand- 
ing in an account can be known at any 
time. 


T° find the amount of items out- 

standing each day, use a piece of 
ledger paper 91% inches wide, 3 inches 
long —which will be called a ruler —so 
cut as to register over each column of 
the work sheet, Form A-197, beginning 
with column “local deferred’”’ and end- 
ing over the last non-par column. 
Local deferred and par one day are at 
the left-hand end of the ruler, and 
these two columns show one horizontal 
line. The other columns show the 
same number of horizontal lines as the 
number of days at the top of each 
column. By placing the bottom part 
of the inside of the ruler on the line of 
that day’s posting, all the outstanding 
amounts are visible in the open part of 
the ruler and are added and the total 


(Continued on page 42) 
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To Explode the Illusion That Women 
Invariably Resist Trust Estate Service 


T’S really strange what ideas a 
person will get in summer. But | 
suppose any season brings such 
ideas to one not constantly on guard. 
Last summer I wrote a story about 
women being the chief objectors to 


trust company service for the estates 


of their husbands—because they 
thought they could do better them- 
selves. This summer I got the idea 
again. Only this time I made up my 
mind to expose all of the horrible 
details. I steeled myself to lay bare 
the accursed souls of women objectors 
so that all who read would cringe and 
cry, ‘‘fie, fie.” 

First I discarded all subjects who 
might be ever so slightly prejudiced 
in favor of a corporate trustee. I 
selected no women who had ever spent 
a day at a desk or in an office. I 
sought out the most luscious specimens 
of domesticity. And the first one I 
caught was Isabel. 

Isabel’s childhood was spent in a 
sumptuously appointed house. Her 
mother was a proud, beautiful woman 
who wore expensive gowns and lovely 
jewels. Her father was the principal 
executive of a large company. He was 
capable, intelligent —and afraid of his 
beautiful wife. 

Isabel was sent to boarding school 
at an early age and, still quite young, 
she married and moved to another city 
at her father’s request. Her father 
knew that when his daughter went 
away his life’s happiness would be 
ended, but he was brave and firm. 

A year later this great executive 
began to change. He found it difficult 
to remember things. He no longer 
enjoyed his work. At last he could no 
longer think. Expert physicians were 


By Alice Davis 


Addressed to bank men who insist 
that women are stumblingblocks to their 
husbands’ intentions for their protection. 
— The Editor. 


called in consultation but nothing 
could be done. Associates in business 
grieved over the man, who, having 
built a thriving business, was incapaci- 
tated in his prime. They announced 
as a mark of respect, that his salary 
would continue. 

The beautiful mother of Isabel, 
alone and free, became a tyrant. She 
found investments belonging to her 
husband and instantly sold them in 
order to bedeck herself with still more 
expensive gowns and glittering jewels. 
Isabel, who had never wished to 
oppose her mother’s vanity, remained 
discreetly silent. 

After enduring a period of her 
mother’s debauchery of extravagance, 
witnessed by one of the few remaining 
friends of her father, Isabel was 
summoned from her home and told 
that the estate was diminishing rapidly. 
She was advised to appoint some capa- 
ble person to assemble the scattered 
assets of the once proud fortune so 
that her father, who built it, could 
remain in the sanitarium. 


[ required the full measure of 

Isabel’s courage to suggest this plan 
to her mother and it kindled the embers 
of undying hatred. When a lawyer 
finally was engaged it took him more 
than a year to find all the securities 
forming the estate. 


This is a part of the story that came 
forth unexpectedly when I met the 
dashing young Isabel and asked her 
opinion of trust service. She has been 
successful in supplanting the unhappy 
memories of her childhood with the 
pleasant responsibilities of home life. 
Her mother lives extravagantly in a 
fashionable hotel and occasionally she 
visits her daughter, but until that 
warm aftelUoon when we sipped cool- 
ing drinks at tea time, Isabel never 
confessed that her mother was a drug 
addict. 

“I’m sorry I’ve bored you with the 
story of my life,” said Isabel laugh- 
ingly, “but it explains my answer to 
your question. You see how much 
better it would have been for us if 
dad’s estate could have been handled 
by an impartial trustee from the time 
he first became ill.” 

Her mother receives no benefit from 
the money she wastes and there may 
be little or none for the daughter and 
grandchildren whom the invalid would 
favor now, if he could. Always in the 
intervals when he is normal again he 
pleads for the privilege of making a 
new will, but this cannot be granted be- 
cause the intervals of normalcy are too 
short and the will could be broken by 
his widow. 

I met another woman at bridge 
whom her guests called “Janet.” 
Bridge being what it is, and women, 
the conversation ran in such odd 
channels that I brought up the ques- 
tion of trusts. Two women at the 
table would be in favor of them, I 
knew. But I felt that Janet, who was 
an efficient household manager, would 
consider it her privilege and duty to 
take charge of her husband’s money 


(Continued on page 55) 
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Twenty-one 


The National City branch at Caguas, Porto Rico 


avings Way Rosario 


OSARIO, in Argentina, South 
America, is twenty-three days 
away from New York City. 

The National City Bank branch in 
Rosario deals with South Americans. 
Its personnel is made up of South 
Americans. Its business methods con- 
form with Spanish and South American 
traditions, combined of course with 
American efficiency. 

How would you proceed to solicit 
new savings accounts in the city of 
Rosario? Would you care to undertake 
the task of gaining, say, 2,175 new 
accounts in that branch in twelve 
weeks? Would you have any idea 
of how to start —what type of promo- 
tion material to use —how long before- 
hand it would be necessary to send a 
trained New Yorker to handle the con- 
test details personally there at Rosario? 

Would you think it possible to con- 
duct a contest in Rosario and manage 
all the details from New York? 

Sounds rather difficult, of course. 
Yet the National City Bank concluded 
on July 7 the most successful contest 


By Fred B. Barton 


it had ever staged, and the first inter- 
national contest for compound interest 
deposit accounts. 

“We have had good results with 
contests here in New York, especially 
since 1923,” said a vice-president of the 
bank. “It’s not only a good way to 
get new business, but it’s a good thing 
for the staff. A contest forces every- 
body to learn something about his 
institution. And you can’t substitute 
anything for the spirit of a contest. 
We have tried paying for extra busi- 
ness without the element of competi- 
tion, but until we adopted the contest 
idea, we didn’t really get results.” 

In Cuba two years ago the twenty- 
six branches of the National City Bank 
had their own contest, as a sort of 
preliminary to something bigger later 
on. There have been other local con- 
tests in some of the South American 
branches. 

But on April 16, for the first time, a 


real international contest was staged — 
with a brass band and all the trimmings 
planned to get big results. 

It got more results than it looked for. 

From April 16 to July 7, when the 
contest closed, 74,082 new accounts, 
totaling $10,226,884 were added to the 
books of National City branches in 
Cuba, Porto Rico, Dominican Re- 
public and South America. 

Of the thirty-nine branches partici- 
pating —ranging from Caracas down to 
Buenos Aires and Rio de Janeiro — 
not one failed to make its quota. Most 
of them exceeded their quotas by 
several hundred per cent. 

The contest was superintended 
throughout by the local branch man- 
ager, guided by mail and cables from 
head office in New York. 

One evening just before the contest 
opened, the branch in Cienfuegos capi- 
talized local pride and patriotism in a 
typically Spanish manner. It gave a 
dance to which the leading families of 
that Cuban city were invited. The 
local newspaper, La Correspondencia, 
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Advertising display unveiled on the roof of the San Carlos Hotel, Cienfuegos, Cuba 


covered the event with these glowing 
words (imagine getting a write-up like 
this in any American daily paper!): 


A success, brilliant and complete, was that 
attained last night by the fiesta organized 
by the popular City Bank Club formed by 
ve pre of the City Bank of New 

ork. 

The ample and commodious Roof 
Garden of the Hotel San Carlos was 
invaded by a numerous representation of 
our best society which attended in apprecia- 
tion of the kind invitation of the directors 
of the club which gave the affair. 

Shortly after nine o’clock the families 
began to arrive. The Roof Garden being 
completely filled by ten o’clock, the hour 
at which the dance program commenced. 

Before the first dance, there was un- 
covered a surprise which the directors of 
the City Bank Club had prepared for the 
guests, which consisted of a graphic expo- 
sition of the advantages of savings accounts 
above all for the children. At the moment 
of drawing the curtain aside, Sr. J. A. 
Acosta, manager of the local branch of the 
National City Bank and secretary of the 
Rotary Club, delivered a most eloquent 
discourse, explaining the advantages of 
saving, the benefits to be derived there- 
from, and announcing at the same time 
that on Monday, April 16th, there would 
be initiated a savings contest among all 
the countries of Central America, South 
America and the West Indies where the 
City Bank has branches. 


The branch manager’s speech, the 
concluding paragraph records, was 
“applauded enthusiastically.” And 
then the ball started rolling. 

But it wasn’t so easy to solicit sav- 
ings accounts in Cuba. In years gone 
by, many local banks had failed, caus- 
ing serious loss to their depositors. As 
a result, millions of dollars were hidden 
away in an old sock; hard-headed 
Cubans had sworn a vow never to trust 
another cent to anybody’s bank, no 
matter where. 

The money was there, but it took 
personal selling to bring it out. 


One of the officers in the Havana 
branch persuaded the housemaid to 
open a savings account, expecting a 
few dollars as an initial deposit. She 
brought in $1,200 which had been 
sewed within a mattress! 

One Cuban depositor brought in 
$2,000 in gold with dirt and sand cling- 
ing to the pieces. Another new client 
opened a savings account with $5, then 
put in $10 the next day and finally $50. 
Deciding then that the bank was safe, 
he brought in another $50 the following 
day, and $50 every day for two whole 
weeks. Some days he brought in $50 
twice a day, both morning and after- 
noon. 

It took a contest, of course, to bring 
these buried deposits out. The results 
were literally astounding. “It shows 
that our neighbors in the tropics and 
South America respond to the same 
influences and impulses as we do in this 
country,” said Roger Steffan, assistant 
vice-president, who superintended the 
contest from New York. 

Many branches gained more new 
accounts, both in numbers and in 
dollars, in twelve weeks than they had 
signed up in all the years since they 
were opened. These figures with the 
names of branches omitted show the 
enormous new business written. 


Total deposits books 
prior to the contest 


New accounts obtained 
during the contest 


$182,152 $ 573,735 
674,291 1,169,958 
41,855 182,048 
119,707 433,497 
64,504 138,730 
59,644 81,408 


Two of the branches, by the way, 
have been established only a few years 
and have not as yet built up their 
clientele. 

And now for the number of new 
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accounts added. Here again several 
branches found more business by far 
than had ever been available before. 


Number of accounts 


Number of accounts 
previous to the 


obtained during the 


contest contest 
176 1,820 
1,002 5,617 
344 2,043 
330 1,124 
2,456 5,042 
897 1,215 
2,127 3,676 


The largest previous contest for C. I. 
D. business, conducted by the 4,000 


‘employees in New York, brought in a 


total of 52,000 accounts in 1927, total- 
ing $8,000,000. 

The 1,400 employees of the thirty- 
nine foreign branches exceeded this 
figure, gaining new business of nearly 
75,000 new accounts totaling more than 
$10,000,000. 

And this is how they did it. 

To begin with, the head office at 55 
Wall Street realized fully that every- 
thing must be “‘right”’ before the cam- 
paign started. 

Fifteen months previously the open- 
ing circular letter was sent to each 
branch manager. “Keep it a secret 
that there is going to be a contest,” 
the message said. “‘Much of the effec- 
tiveness of a contest depends on the 
surprise element.” 

New York sent each branch the copy 
for an explanatory booklet, to be 
translated and published, either in 
printed form or in mimeograph, to each 
employee in that branch. Some details, 
such as local cash prizes, were left 
open for each manager to decide upon 


Rosa America Martinez became a Dominican 
Republic depositor in the San Pedro de Macoris 
branch the day she was born 
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for himself. The number of teams, too, 
depended on the size of the branch 
bank, ten employees making a team. 
As for extra prizes, the circular letter 
to each branch said: 

“We have found an extra week’s 
vacation is a big drawing feature. Use 
this idea if local conditions permit.” 

Both commissions and gold prizes 
were given. This meant that every- 
body, whether he exceeded his personal 
quota of thirty new accounts averaging 
$100 apiece, or whether he barely made 
a showing, got something for his efforts. 
And after the contest got under way, a 
further surprise feature occurred. The 
first man in each branch getting twenty 
new accounts received a brass button 
carrying a reproduction of the front of 
“55 Wall Street.””> When he got fifty 
accounts, the employee received a 
silver button in exchange for the brass, 
and for one hundred new accounts he 
received a gold button. 


THs day by day each prospective 
winner was advertised to the other 
workers in that branch. 

All of the “pep” material was sent 
to each branch in dummy form, the 
art work and carpentering being done 
locally. An enormous “‘quota clock” 
was made locally and displayed in the 
thirty-nine bank lobbies. A huge aero- 
plane racing chart, one speedway for 
each of the competing countries, added 
a patriotic spirit to the affair. At the 
top of each speedway was displayed the 
flag of that country. The business was 
indicated by moving miniature aero- 
planes along toward the goal. 

In Cuba and the Caribbean, where 
the branches were divided up into 
inner zones, there were also further 
charts to indicate graphically how each 
bank was coming along. 

Having thus arranged that each 
bank could share all the enthusiasm 


and action inspired by 
knowledge of what 
every other bank was 
doing, the head office 
in New York kept the 
contest alive by cable. 

“We announced 
that the winning 
branches would be 
international winners 
—champions of the 
world, in fact,’ ex- 
plained head office. 

So the South Ameri- 
can branches made 
weekly reports to 
Buenos Aires on Sat- 
urday. These results 
were tabulated and 
sent back on the fol- 
lowing Monday morn- 
ing. The Brazilian 
branches, meanwhile, made a daily 
report to Rio de Janeiro, while the 
Cuban and Caribbean branches kept 
in close touch with Havana. Thus 
long distance cabling was reduced to a 
minimum. 

In addition, every two weeks the 
banks reported by wire the highest 
individual man and woman in de- 
posits, accounts and points, for ranking 
in the world-wide prize. And this is 
how the points and commissions for 
new savings accounts were figured. 


Deposit Points Commission 
$ 5 10 $ 0.20 
10 15 

15 20 30 

20 25 40 

Zo 30 45 

40 45 .50 

50 75 

75 85 .60 
100 100 .65 
200 125 .85 
300 175 1.00 
400 225 1.10 
500 
1000 UP 400 
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The feminine contingent opening accounts at the 


Galiano branch, Havana 


The “points” went to win the big 
prizes, while the “commission” went 
to each individual, to reward him for 
whatever work he did in getting new 
business. Certain simple but effective 
literature, showing how deposits grow 
like an oak, and answering the usual 
objections and explaining the useful- 
ness of a bank and the wonders of 
compound interest, were supplied to 
each branch. 

In addition, special signature cards, 
introduction cards, receipt books and 
advertising material were supplied by 
the head office, but subject to condi- 
tions at each bank. “It is important 
to allow employees to receive initial 
deposits and bring them to the bank, 
if you can properly safeguard this 
plan,” wrote the director in one of his 
bulletins. ‘This has always been done 
at head office and is responsible in a 
large measure for the success of the 
head office campaigns.” 

Each branch organized its own con- 
test committee several weeks ahead of 
the campaign, both to formulate com- 
plete plans and to see that everything 
ran properly. One detail which received 
careful attention was the dividing up of 
the employees into teams. Book- 
keepers, tellers, stenographers and all 
were divided equally among all of the 
teams, so as to give each team its fair 
chance. 

There were prizes also, you see, for 
these sections of each branch, so that 
the spirit of competition could affect 
and influence everybody, no matter 
who or what his job or where he worked. 

“Profit by an early start,’ was the 
message to each of the thirty-nine 
branches. And so the very first day, 
it was arranged that every account 
received the opening day would receive 
double credit in points. Also, for 
every account signed up the first week, 
the employee got a number, and on 
April 23 a drawing was made, the 
holder of the lucky number receiving 
an extra week’s vacation. Obviously, 


(Continued on page 30) 
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Net PROFITS? 


Will They Keep Pace 
With Money Rates? 


By Ivan Wright 


Department of Economics, University of Illinois 


ILL this year’s net profits of 

banks swell in proportion to the 

advance in money rates? Some 
advanced information may be forecast 
on this question by examining the 
bank profits during 1927, the sources 
of these profits and the money rates in 
comparison with conditions thus far 
in 1928. 
“ The net profits of 9,034 member 
banks of the Federal Reserve System 
for the last half of 1927, aggregated 
$216,014,000 and this was about 
$15,000,000 less than the net earnings 
for the first half of the year. The rate 
of returns on capital funds for the 
member banks was 8.53 per cent for 
the last half of 1926; 9.13 per cent for 
the first half of 1927 and 8.21 per cent 
for the last half of the year. In the 
term capital funds are included capital, 
surplus and undivided profits less 
reserves for interest, taxes, etc., ac- 
crued. The cause of the decline in 
net profits is reported to be an increase 
in expenses and losses which more than 
offset the increase of $46,000,000 in 
gross earnings. 

But despite these losses and in- 
creased expenses, member bank profits 
for the whole year of 1927 were the 
targest in the history of the system. 
The aggregate profits were $447,009,- 
000, and this is $15,000,000 more than 
in 1926 despite the fact that the rate 
of return on capital funds was lower, 
representing 8.66 per cent against 
8.95 the previous year. The capital 
funds of the member banks in the 
system average $5,163,000,000, or 7 
per cent more than the average for the 
preceding year. 

While interest and discount rates 
during 1927 were generally lower than 
in 1926, the banks earned more from 
interest than in the previous year. 
This may be accounted for largely by 


the increase in earn- 
ing assets of more than 
$1,600,000,000, or 
about 5 per cent. 
Earnings other than 
interest and discount 
come from such 
sources as exchange, 
the collection and 
trust business, sale of 
securities, and com- 
missions. Although 
these items account 
for a very small part 
of the banks’ earn- 
ings, they represent 
more than half of the increase in {the 
gross earnings during the year. While 
the banks’ expenses and losses in- 
creased and interest rates declined 
during the year, the rates paid on 
deposits increased. 


Net profits on Capital Funds 


The earning assets per dollar of 
capital funds for all member banks 
were $6.40 during 1927, against $6.51 
the previous year. 

National banks, however, showed 
a small increase in earning assets, 
which were $6.29 against $6.26, while 
the state banks showed a decline of 
earning assets—$6.58 against $6.96 
for the preceding year. The net 
profits on capital funds for all member 
banks were lower —only .04 of one per 
cent for the national banks and .76 per 
cent for the state bank members. As 
evidence of the source of earnings, 
interest accounted for 5.30 per cent 
of the gross earned per hundred 
dollars of earning assets, and other 
earnings accounted for 1.12 per cent 
for all member banks during 1927. 
While earning assets increased by more 
than a billion and a half,. or 5 per cent, 
capital funds increased 7 per cent, 
making a smaller ratio of earning 
assets per dollar of capital funds and a 
consequent lower return per dollar of 
capital funds, although the earnings 


New Orleans branch of the Federal Reserve Bank of Atlanta 


on the assets were about the same as 
the year before. 


Interest Earned and Interest Paid 


During the year 1927 member 
banks earned from interest and dis- 
count on loans $1,254,289,000 and on 
investments $458,401,000. The rates 
were 5.4 on loans and 4.7 on invest- 
ments. The total interest paid on 
deposits amounted to $713,038,000 
and the rate paid averaged 2.1 per 
cent. Rates paid on time deposits 
were 3.3, demand 1.3 and _ bank 
deposits 2.0 per cent. 

These details serve to give an idea of 
the source of bank profits and now we 
are ready to examine the conditions 
during the present year and by com- 
parison indicate the trend of profils 
for the present year. 

For the first half of 1928 deposit 
rates have not increased and in a few 
instances they have been reduced. But 
the interest and discount rates charged 
by banks have ranged very much 
higher than last year. The first six 
months of this year, call money rates 
averaged about 15 per cent higher 
than for the same period the previous 
year. Bank acceptance rates were on 
the average 1 per cent higher and com- 
mercial paper rates about 1% per 
cent above the rates last year. Inas- 
much as these increases in rates are 
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not necessarily accompanied’ by an 
increase in expense, we might assume 
that almost all of the return from 
them would be net profit. There 
could be an increase in losses, of 
course, but there is no evidence of it 
in the commercial accounts. However, 
there may be losses on securities, but 
the average earnings on _ securities 
represent less than one-third of the 
earnings on loans and less than one- 
fourth of the total earnings. In fact, 
the portion of earnings from invest- 
ments in the past has been nearer to 
one-fifth of the total earnings. Small 
losses on securities, therefore, will not 
cut in heavily on the total earnings of 
well managed commercial banks this 
year. 

The net earnings for all member 
banks per hundred dollars of earning 
assets were 1.83 during 1927, against 
1.87 for 1926 and 
the net profits 1.35 
and 1.37 respec- 
tively. The net in- 
crease in money 
rates this year have 
averaged probably 
about 75 per cent Year 
of the net earnings 
per hundred dollars 
of earning assets for 1927 
the year of 1927. 1926 

1925 
1924 


During the same 
time, the earning 
assets have in- 
creased. The earn- 
ing assets for all 
member banks have 
increased substan- 
tially since the be- 
ginning of the year, although exact 
figures are not available. For example, 
the total loans and investments of all 
reporting member banks as of June, 
1927, were $1,722,000,000 more than 


‘ shown by the report of June, 1928. 


Security loans increased $727,000,000 
and all other loans $400,000,000, and 
the investments of these banks in- 
creased $575,000,000 during the period. 
While these are the loans for only the 
reporting member banks, they are 
probably more conservative than the 
loans and investments for all member 
banks and certainly more conservative 
than the loans and investments of all 
commercial banks. These figures serve 
to indicate definitely the trend of 
bank earning assets. Other figures 
indicating the trend of earning assets 
are bank deposits. The net demand 
deposits plus time deposits of all 
member banks were $32,606,000,000 
in June, 1928, against $30,693,000,000 
a year ago. In other words, while 
money rates have advanced, the earn- 
ifig assets also have advanced, loans 
have increased more than a billion 
and investments more than a _ half 
billion. In view of the fact that 


interest earned accounted for 5.30 per 


cent of the gross earnings, and all 
other earnings for 1.12 per cent, the 
forthcoming annual reports of com- 
mercial banks to their stockholders 
should prove gratifying. 


Bank Losses on Securities 


Because of the decline in security 
prices, it may be inferred that banks 
will have losses to offset their ad- 
vantages from the high rates of 
interest and discount. This may be 
true of banks that held speculative 
securities and had to sell them at 
lower prices. But banks that hold 
high grade securities and do not need 
to sell them, can avoid any loss from 
these accounts. The commercial paper 
and short term investments will be 
paid at par upon maturity. Bond 
investments of high grade may be 
retained permanently for their income 


Earnings and Profits of Member Banks 


Earnings Assets 


i Net Earnings per = Net Profits per 
«$100 Earning $100 Earning 
divided Profits Assets Assets 


$6.40 
6.51 
6.37 
6.16 


$1.83 
1.87 
1.84 
1.83 


$1.35 
1.37 
1.40 
1.31 


and eventually the purchase price will 
be regained. High grade investment 
stocks also may be retained for their 
income and ultimate appreciation in 
market value. 

Banks having securities companies 
that hold large blocks of bonds at 
prices now lower than the syndicate 
price, may have some losses, but it 
must be remembered that these bonds 
were purchased for the most part at 
wholesale prices and the bank or the 
securities departments can stand a few 
points without actually showing a loss. 
However, they will fail in this case to 
show a satisfactory profit on the 
amount of business done. The well 
managed securities departments pro- 
tect themselves against just such losses 
by setting up reserves while they are 
“making profits in the period of the 
boom. These securities departments 
may not turn over to the bank the 
usual amount of profit this year but 
if they can avoid charging a loss, the 
commercial department should reap 
benefits from the same money market 
that has retarded the progress of the 
securities business. 

Up to this point in our discussion of 
the possible profits banks may show 
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this year, it might be assumed that 
all the loans and discounts of the 
commercial banks would be made on 
the higher money rates. But this is 
far from the actual situation. Generally 
speaking, the rates charged by country 
banks —which make up a large part of 
the banking system — have not changed. 
In fact, these rates change very little, 
regardless of the rates in the money 
market or of the Federal Reserve 
rediscount rates. For this very large 
group of banks, there is no advantage 
in a higher money market except for 
the funds that these banks have in the 
money market outside their own com- 
munity. In other words, the country 
bank will benefit very little by these 
high rates if it does not send its funds 
to the central money markets to take 
advantage of the high rates, instead of 
lending for home business. Doubtless 
many of these banks 
have loaned all they 
can in the money 
market when de- 
mand at home is 
slack. Usually the 


Profits per $100 local rates are high 
and Undivided enough to compete 
Profits 


with the average 
rates in the market, 
even this year. 
Nor do the city 
banks profit as 
much by the high 
rates as might be 
expected. Banks 
seek good customers 
as eagerly as cus- 
tomers seek good 
banks. Customers 
in good standing with very profitable 
accounts will be given the same old 
rate that they have been accustomed 
to. If one inquires into the rates that 
banks charge their customers, one dis- 
covers that the bank has no intention 
of following the market on loans to 
old patrons. This liberality is due in 
part to competition for customers, and 
in part to long established friendships. 
In some instances it may be due to 
affiliation of financial interests. The 
banks will reap the advantage of the 
higher rates on bills purchased, just as 
they will on investments bought. But 
during periods of high rates the banks 
are not usually seeking the purchase 
of bills nor do they have the funds to 
take advantage of the opportunities in 
the investment market. New cus- 
tomers, speculative accounts and ques- 
tionable accounts generally have to 
foot the bill for the high rates. 
Actually, it is doubtful whether 
more than 25 per cent of the funds of a 
city commercial bank will actually 
earn the high rates reported in the 
market. The majority of well es- 
tablished accounts will carry on as 
usual, and it is only the fringe, so to 
speak, of the money market and some 
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ESPITE the fact that many 
D hundreds of thousands of people 
purchased Liberty and Victory 
bonds on the partial payment plan 
‘during the World War, their response 


did not popularize the plan. For the 
most part, it was not understood. A 
great many of the bonds went to wage 
earners obliged to buy to hold their 
jobs, since many organizations insisted 
that all their employees participate in 
the drives. They regarded it virtually 
as a reduction in wages. Besides, 
many believed that the owners had to 
pay the interest instead of receiving it. 
Banks undertook to handle the collec- 
tion of payments on these bonds as a 
patriotic duty and also because they 
felt they could convert these people 
into permanent customers for bonds. 

However, only a few banks followed 
up the opportunity. Perhaps the 
amount of detail connected with the 
collection of payments entailed too 
much expense, and perhaps the fact 
that the majority of these bondholders 
sold their bonds before they finished 
paying for them, indicated futility of 
spending money to get this class of 
business. 

Much of this is familiar history 
of the past, but it is almost necessary 
to sketch it to supply the background 
for my story. 

The Union Bank of Chicago was one 
of those that determined to realize on 
its World War work in connection with 
the partial payment plan. A perma- 
nent form of contract and payment 
record was drawn up and the bond 
department given the responsibility 


onds with 


By Amy R. Hyde 


for the development of the plan. It 
was seen at once that this department, 
as it was then organized, was neither 
equipped to handle the payments nor 
to sell the plan. The viewpoint was 
foreign to it. Attention had been 
focused on volume and commission. 
The partial payment plan, too, in- 
volved considerable detailed bookkeep- 
ing entirely different from regular 
bond department bookkeeping. The 
selling of the plan slowed up the sales- 
men’s results. Bond salesmen whose 
salaries are based on volume, were 
looking for bigger and quicker sales 
and the partial payment plan appealed 
only to the smaller investor who was 
slow to buy, and when he did buy, the 
salesman had to wait for his com- 
mission until the bond was paid up. 
He could only be sure of receiving his 
full commission on the sale by following 
up the individual throughout the time 
of payment. Thus it was more to his 
advantage to make outright sales. 


HE advertising, also, was consider- 

ably affected. Educational copy was 
required, and it could not be combined 
with issue copy in the same advertise- 
ment. This type of copy is slow in 
producing results. While window dis- 
play and direct-by-mail were used in 
addition to newspaper advertising, the 
plan did not make any progress until 
one day about three years ago when the 
secretary of our trust department com- 
plained of our contract. He said the 
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contract looked like a legal document 
and was too unattractive to inspire the 
buyer to complete his payments. The 
type used was small and difficult to 
read. The paper was bulky and too 
large to fit conveniently in a man’s 
coat pocket, let alone a woman’s 
purse. The investigation which our 
secretary started resulted in creating 
the Bond Savings Plan which many 
banks throughout the country have 
since adopted. 

The advertising department was 
asked to investigate not only the forms 
of contracts used by other banks, but 
also the system itself. 
ditions elsewhere much the same as at 
the Union Bank of Chicago. In many 
cases the contracts were worded so 
obscurely as to require the services of a 
lawyer to interpret the terms. In the 
attempt to educate the public in the 
details of the plans, we had neglected 
the human interest appeal. 

Most banks were advertising the 
plan to their bond customers primarily 
for the prompt reinvestment of interest 
coupons and stock dividends at bond 
interest rates. They were doing good 
work in educating the small or occa- 
sional bond buyer to increase his 
holdings by this plan, but were for- 
getting the systematic saver. Con- 
siderable money was spent in adver- 
tising to the man of moderate means 
but the literature and newspaper copy 
was written in terms of the bond buyer 
and not in terms of the saver. Adver- 
tising placed in newspapers appeared 
in the financial section, when it should 
have appeared in run of paper to 
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attract the attention of the’ general 
public. 

Once the customer made the initial 
deposit on a bond, no attempt was 
made to induce him to continue the 
payments. The records of the banks 
I visited showed that the majority of 
the contracts had only a few payments 
and those entirely paid up were only a 
small minority of the number opened. 

Since my _ investigation revealed 
nothing essentially different from our 
system of operating the partial pay- 
ment plan, we determined to create 
something original. A committee was 
organized, composed of the managers 
of the advertising, savings and real 
estate bond departments, with the 
president as chairman. Our first step 
was to adopt the pass book style for 
our contract and record of payment. 
While discussing the change, the 
president said —““This plan is just like 
a savings account.” The idea took 
hold. We gave it some thought and 
finally realized that with it we could 
draw a striking comparison. Next we 
named it our Bond Savings Plan, and 
ever since, the keynote of all advertis- 
ing has been: 


“Just Like a Savings Account’ 


The Bond Savings Plan is just as simple 
as having a Savings Account. Instead of 
depositing in your Savings Account, you 
deposit in your “Bond” Account and in- 
stead of getting 3 per cent interest on your 
deposits, you get 6 per cent or 6% per cent. 
A complete record of all “deposits” is kept 
in this pass book. 


Series D (brown), 2 per cent weekly. 

The term “bloated bondholder’” 
was born of envy of a class of people 
who owned bonds and could enjoy the 
clipping of coupons in a far-past time 
when only the well-to-do bought 
bonds. Many cartoons humorously 
depicted this group. Today that 
term means nothing. Furthermore, 
no one who would save on the bond 
savings plan could accumulate bonds 
fast enough to warrant an advertising 
appeal to pride of ownership. Yet 
how many ads were entitled “You 
Too, Can Own This Bond” or “Be a 
Bondholder.”” The average employed 
person is dominated by a single ambi- 
tion—to increase his wages. We 
capitalized on that ambition by com- 
paring the purchase of a $1,000 bond 
to a $5 increase in pay. The 6 per cent 
interest on a $1,000 bond amounts to 
$60 a year, or $5 a month, and every 
time a person buys a $1,000, 6 per 
cent Union Bank of Chicago first 
mortgage real estate bond, he auto- 
matically increases his income $5 a 
month. 

Our next concern was how to get the 
same customer to buy another bond 
after the first one was paid up. We 
determined to sell him on the ten year 
plan while he was paying for his first 
bond. For that purpose we devote 
two pages of copy in our bond savings 
pass book, one page entitled, “Look 
ahead ten years,’ and the other, 
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“How much will you be worth ten 
years from now?” This idea also ac- 
complished another purpose. It fo- 
cused attention on the size of the 
payment and not the unit of the bond. 
To some people, $1,000, $500 or even 
$100 looks like too large an amount to 
undertake to save, although even $10 
$25, or $50 a month from the salary, 
figured over the ten year period 
amounts to a sizable sum. The ten 
year savings plan, too, effectively 
carried out the parallel between a 
regular savings and a bond savings 
account. 

We didn’t overlook the importance 
of retaining the confidence of our 
customers in the bank where they were 
buying their bonds. The inside front 


cover of the pass book bears the 
following: 


Union Bank of Chicago First Mortgage 
Real Estate Bonds are non-speculative 
investments. Ngee do not fluctuate in 
value or in yield of interest. Throughout 
our twenty-three years’ experience none 
of our customers have ever been obliged to 
wait even a single day for either interest 
or principal when due. 


We make it clear that Union Bank 
of Chicago bonds can always be used 
as collateral. We also offered to loan 
money in an emergency on the part 
payments on these bonds. 

We combined the bill and the letter 
form of notice used by insurance 
companies, into an attractive illus- 
trated reminder telling 


Our slogan was “‘6 per 


bond customers that the 
cent or 6% per cent in- No.“ No.“ q next payment on their 
terest on every dollar ae _—— bonds was due. Believ- 
you save.” ing that people always 

The contract and pay- = =e — = or rer = open their bills, we used 
ment record put the PA TO Date PAYMENT or Parmen To bate an open faced envelope 
wrong side out. In our to command attention. 
we pu e contrac est the plan. e com- 
where it belonged —in mittee decided upon an 
the back; the record of employees’ bond savings 
centive for carrying on PAsg VING employees knew noth- 
the plan appears in the Boor S ing of the new plan, we 
front. The details, the first introduced a short 
advertising of which hie contest and called it the 
had cost h U; bond slogan contest. 
incidental, Firse BANK Prizes offered ‘for 
we discovered, and could Reg) ICAGo the best slogans for 
be explained by the Amoun; $ fe Bo advertising Union Bank 
ales 10% icé 
salesmen. The manner Monthly p, of Chicago first mort 
in which the customer This Yment, gage real estate bonds. 
would make his pay- then ment $ This lasted for fifteen 
ments, whether weekly, \ Bond So be days. One-sheet bulle- 
semi-monthly or montn- ts 


ly, determined the color of the pass 
book which bore on the record pages 
the proper number of lines for pay- 
ment. We have four different-colored 
books —Series A (blue) for entering 
payments at 10 per cent monthly; 
Series B (green) for payments rep- 
presenting 6 per cent monthly; Series 
C (red), 5 per cent semi-monthly; and 


In four colors—to distinguish each plan of payment 


tins were issued daily, 
the upper half devoted to “pep” 
talks and the lower to educational 
talks on the plan and the essential 
features of our bonds. Some of the 
titles were as follows: ““Trap That 
Bond Slogan,” “‘While you are sending 
snappy slogans I am going to get in a 
few words about our Bank Made 
Bonds,” and “‘Let’s go fishing for more 
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The decided swing to the card ledger system tor savings and book- 
keeping operations is due to these four fundamental advantages: 
1—Important saving of floor space 
2—Greater speed in rendering customer service 
3—Greater convenience to employees 


4—Fire protection of ledger records within the department; 
by use of Shaw-Walker ledger desk pictured here. 
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> Lake 
Hand posted system of Providence Institution for Savings, Providence, R. I. i 
| kat 
a Burroughs posted system of Garfield State Bank, Chicago, Ill. 
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Shaw-Walker, in devising a complete set _ plete fire protection to the ledger both 
of standard card forms for both hand post- day and night. It is insulated the same as 
ing and automatic posting machines, has the Shaw-Walker Executive Safe. 
played an important part in the modern The Shaw-Walker fire-protected desk is 
swing to card ledger systems. the ideal housing equipment for the ledger 
The ledger supplies and the trays for the 
Shaw-Walker line of specialty equipment 
cards are so designed that 15,000 accounts 44 supplies for all modern card ledger 
can be housed in the Shaw-Walker Savings systems of savings and bookkeeping oper- 
Ledger desk, taking up less than 15 square 


ations, including hand and mechanical 
feet of floor space. This desk offers com- operations. Mail the coupon! 


SHAW-WALKER 


SPECIAL BANK REPRESENTATIVES IN ALL PRINCIPAL CITIES 


« 

Other * SEND FOR THIS SPECIAL REPORT BULLETIN : 
Shaw-Walker THE SHAW-WALKER COMPANY, 
Bank Equipm ent: Bank Department, 000, Muskegon, Mich. 

: © Gentlemen: Send me, FREE and without obligation, a copy of your Special Report Bulletin, MODERN & 
Bookkeeping Desks * METHOD OF SAVINGS LEDGER ACCOUNTING, which I understand is a compilation of re- 5 
Forms for All Records «© ports from progressive banks concerning successful changes they have made in their bookkeeping 
Filing Cabinets * routine and installations of equipment that have brought them greater operating efficiency. . 
Teller’s Vault Trucks Mr. Title 
Check Sorting Racks © Name of Bank : 
Posting Trays; in fact, 
everything for all other City State 
bank system operations. 
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the more accounts a man or woman 
obtained, the more numbers, and the 
better his chance of winning this vaca- 
tion award. 

To make sure that each of the 1,400 
employees in these distant branches 
would feel that he had a chance to win 
something in this contest, four differ- 
ent ways were arranged to win. These 
were: 

1. Each employee received a com- 
mission for every account of $5 or more. 

2. Each person had an opportunity 
to win one of the individual prizes for 
being a leader in his branch. 

3. Everybody had a chance to share 
in one of the team prizes, all members 
of the staff being divided into teams. 

4. And in addition, everybody in 
each branch might share the honor and 
rewards coming to that branch if it 
won high place in competition with the 
other branches. 

The size and amount of the prizes 
are interesting. 

Individual winners in a typical South 
American branch received gold awards, 
six in number, from $50 down to $25. 

The teams of ten men each in each 
branch contested for prizes within that 
branch, the first team prize of $150 
gold going to the team obtaining the 
largest number of accounts and the 
second team prize going to the team 
obtaining the largest volume in deposits. 
Should one team qualify for both 
prizes, the second prize went to the 
runner-up. Further prizes were ar- 
ranged, to pit one branch against 
another. 

The first branch award was given to 
the branch first to exceed its quota in 
number of accounts. The second 
branch award rewarded the branch first 
to exceed its quota in deposits. The 


remunerativa en la 


La inversion m 
vida del hombre es la de su 
s beneficios 


The type of placard made up by the local artist 
in each branch 
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Savings By Way of Rosario 


award went to 
the branch which 
at the close of 
the contest had 
the largest num- 
ber of new ac- 
counts, while the 
fourth branch 
prize was pre- 
sented to the 
branch which at 
the close of the 
contest had the 
largest percent- 
age of its quota 
in deposits. Only 


one award could 
be given to one 
branch. And then, “‘above all,” as the 
announcement read, Mr. Mitchell, the 
bank’s president, personally offered 
six world-wide prizes, consisting of 
gold watches. Three were to be given 
to men and three to the women who, 
respectively, obtained the largest num- 
ber of accounts during the contest, 
the largest amount in deposits, and 
the largest number of points in the 
combined zones. 

These “points” represented what 
Mr. Steffan calls a “moral competi- 
tion,” between the South American 
branches and the bank’s branches in 
the Caribbean. Points were based on 
an average of three factors: 

1. The number of new accounts, 
regardless of size; 

2. The amount of deposits, regardless 
of their number; 

3. The number of points—a com- 
promise between the two. 

Thus, by tackling the problem from 
every possible angle, the head office at 
55 Wall Street made sure that every 
worker in these tropical and. South 
American branches, would have some 
goal to shoot for and could see how his 
new business was comparing with the 
new business obtained by the other 
1,399 employees in the thirty-eight 
other branches. 

And this is how the news of each 
week’s progress was relayed by cable- 
gram, this being a portion of a message 
cabled to the six South American 
branches: 

World wide leaders percent quota 

Accounts first Caguas 573 second Palma 
Soriana 394 

Deposits first Caguas 769 second Caracas 
642 total Caribbean percent accounts 165 
deposits 247 

South American accounts 92 deposits 121 

And so on. By this means, by 
putting the spirit of a contest into the 
job of “selling” a bank toitscommunity, 
the National City Bank has brought 
the number of its savings accounts, 
throughout the world, up to 375,000. 

Now for the cost of this contest. 


The staff of the Rosario branch, leaders of the contest in South America 


“‘Each bank will pay its own costs 
in this competition,” instructions said. 

New York set forth this estimate of 
the probable expense, for a bank of 
sixty employees: 


Cost of commissions (at an average 
of 25 cents per account for 1,800 


Cost of printing. . 

$1,025 


This meant, so the head office pointed 
out, an average of fifty-six cents per 
account, assuming that the quota of 
1,800 accounts was obtained by these 
sixty employees, for an average of $100. 

Actual figures, obtained from several 
branches personally checked after the 
contest, showed that the cost of new 
accounts ranged very close to the 
estimated figures, although the average 
size of accounts ran about $135. 

And thus you see that banking in 
Rosario, and Rio, and Caracas, and 
those other foreign towns that are only 
names to this writer, is very much the 
same as it is in Massillon, Ohio. 

The costs of getting new savings 
accounts, too, runs very much the same. 


Crediting Dividends 


‘THE City Savings Bank, of Albany, 

N. Y., has evolved a plan whereby 
dividend checks may be credited to the 
savings account of an owner of securi- 
ties without his coming to the bank 
personally or taking the trouble to 
mail in the deposit. The security- 
owner simply uses the bank as his 
mailing address for dividend checks. 

The depositor signs a form giving the 
bank authority to receive, endorse and 
credit his dividend checks to his indi- 
vidual or other account. This method 
lessens the temptation to spend the 
money at once and is a great con- 
venience for those who are away from 
home a good deal. —T. D. M. 
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rywhere issue Super-Safety Checks 


SENT YOUR BANK 
PROTECTION 


oats 


Pocket Check Covers, Ring-bound Customer Check 
Covers and Fillers, a complete standardized line, can 
be had in very attractive subdued shades of brown, 
green, red, blue and fawn. These pass books and 
check covers carry abroad the most favorable sug- 
gestion of dignity and good taste. - 


It will be to your advantage to investigate these 
attractive supplies. Learn what Super-Safety 
Checks and Antique Moorish supplies have done to 
build prestige and preference for other banks. Get 
in touch with the Todd office in your city. Or return 
the coupon directly to us. Bankers’ Supply Division, 
The Todd Company, Rochester, Chicago, New 
York, St. Paul, Denver, Dallas. 


Bankers’ Supply Division 10-28 
THE TODD COMPANY, 1186 University Ave., Rochester, N. Y. 
State and 60th Sts., Chicago, Ill.; 33 Thirty-fourth St., Brooklyn, 
N. Y.; 1200 Lawrence St., Denver, Col.; 2021 Jackson St., Dallas, 
Texas. (Address nearest office.) 


Send me more information about Super-Safety Checks and 
Antique Moorish supplies. 


Name of Bank 

Name of Officer 
Street 
Town State 


In writing to advertisers please mention The Burroughs Clearing House 
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onsider 
the Loaf 


Story of a Great In- 
dustry That Never 
Can Be a Monopoly 


By A. L. White 


(Photographs by Ewing Galloway) 


ONSIDER, thoughtfully, the loaf 
C of bread. Bread, in a crude 

form, probably is the oldest 
prepared food known to history. Back 
as far as the time of Abraham, the 
grinding or milling of meal was an art, 
and part of women’s daily routine. In 
early Biblical days bread was con- 
sidered to be of such importance that 
the Mosaic law forbade any person to 
accept a millstone as security for a 
debt. It still is such an essential of 
diet that history is replete with 
accounts of bread riots, and in nearly 
all big cities, during severe winters, 
there are long bread lines. 

To this natural and universal de- 
mand scientists have added the stamp 
of their approval, since investigation 
has revealed the fact that bread sup- 
plies one-fourth of the entire motive 
power for the human body, and that 
it produces a _ larger number of 
calories of energizing heat, with less 
expenditure, than does: any other 
staple food. 

Small wonder, then, that in one 
generation —in reality, about a single 
decade—the baking of bread has 
developed from an arduous house- 
wifely task into a big national industry. 
Our grandmothers would have scoffed 
at the possibility that good bread 
could be baked in batches of hundreds 
of thousands of loaves much in the 
manner of producing steel ingots, tin 
cans, or safety pins. But times have 
changed. We’re living, now, in an 
age of enlarged dimensions — big farms, 
big engines, big dynamos and ma- 
chines, big industries, and mass pro- 
duction. There is nothing more natu- 
ral, then, than that an article that 
meets a universal need should fall into 


Wrapping cake in a Ward bakery 


the hands of big business and succumb 
to the national enthusiasm for mass 
production. 

The baking of bread as an industry 
really was originated in 1849 on 
Broome Street, New York City, in a 
little bakery opened by Hugh Ward, 
fresh from the north of Ireland where 
he had served for three years as a 
baker’s apprentice. The business de- 
scended from father to son, and under 
the guidance of the son, Robert B. 
Ward, the business rapidly expanded. 
New capital was admitted, and bakeries 
were established in Pittsburgh, in 
Cambridge, in Providence, and in 
Chicago. Young Ward was alert for 
the latest improvements in _ bread- 
making, in dough containers, in ovens, 
and in methods of distribution. 


HEN into the business came Robert 

Ward’s son, William B. Like his 
father, William possessed an active 
ambition to improve the technique of 
bread-making on a large scale. For- 
tunately for the attainment of his 
ambition, he lives in an age of inven- 
tion, when new machinery constantly 
is being developed to save labor and 
to speed up production. 

Into the bread factories have gone 
mechanical mixers and kneaders, auto- 
matic wrapping machines, and in 
some places traveling ovens that pass 
the loaves through seventy-five or a 
hundred feet of heated tunnel and dis- 
charge them uniformly and perfectly 
baked. The introduction of each one 
of these machines has helped to cut 


down the cost of labor and production, 
and to increase profits. 

Thus through three generations the 
technique of bread baking has been 
developed from the small cellar bakery, 
through the process of a chain of 
bakeries, to the adoption of factory 
methods. While William B. Ward 
was busy establishing new bakeries in 
various cities, and perfecting the 
technique of bread baking, there came 
into existence another company that 
contributed equally to the develop- 
ment of the industry. 

Something over ten years ago the 
General Baking Company brought 
bread-making into the realm of big 
business by acquiring the controlling 
stock of twenty individual baking 
companies. 

During its first year the company 
earned a net profit of $365,000, and it 
is estimated that its present yearly 
earnings have increased that figure 
fifteen times. By various consolida- 
tions the company has expanded its 
operations until today it owns or 
controls about forty-five plants, scat- 
tered from Boston to Kansas City and 
St. Louis, and as far south as New 
Orleans. The contributions of the 
General Baking Company to the 
industry are organization and efficient 
business management. 

These two companies, the Ward 
organization and the General Baking 
Company, are mentioned in detail 
because of what they have done for the 
good of the industry. Many other big 
combinations or chains of bakeries are 
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operating successfully throughout the 
country. According to the 1923 govern- 
ment census, there are more than 
18,000 separate baking plants in the 
United States. The largest company 
of all, the Continental Baking Com- 
pany, greatest of the chain operators, 
owns or controls more than 100 
bakeries in eighty different cities and 
towns in the United States and 
Canada. 


UNDER the leadership of the oldest 

and largest companies the produc- 
tion of bread has been reduced to a 
science. In the old days when the 
housewife set bread at night, per- 
mitted it to rise in an uncertain or 
varying temperature, kneaded it the 
next morning, and finally placed it in 
the oven, sometimes the bread was 
good but just as often it wasn’t. The 
results were uncertain, not because of 
the cook, but because of changing 
atmospheric conditions, varying heat 
in the oven, or poor ingredients. 

But in modern bread-baking plants 
it’s different. It seems incredible that 
loaf after loaf—hundreds, yes thou- 
sands —are all exactly the same size, 
the same shape, the same color, and 
the same consistency. It’s true, how- 
ever, and the factors responsible are 
the use of machinery and scientific 
methods. 

The big companies maintain labora- 
tories in which food values and calories 
carefully are studied and ingredients 
The use of wheat flour for 
bread is based upon long-established 
principles of purity and efficacy, be- 
cause wheat flour contains highly 
nutritious elements. The length of 
time required for the dough to rise, it 
seems, depends largely on the kind of 
flour used, whether it comes from 


An oven 120 feet long, in which the loaves of bread travel automatically while they are being baked— 
capacity 6,000 loaves an hour 


Canadian wheat or wheat from Minne- 
sota, the Dakotas, Nebraska, Kansas, 
or Oklahoma. All these facts have 
been discovered by experimenting. 
Laboratories determine by sampling 
and by study what are the most suit- 
able flours for various purposes; and 
they must trace the history of every 
carload. 

As with flour, so with all the other 
ingredients of bread; every ingredient 
used in bread is subject to the same 
careful study and testing. The bakery 
laboratories constantly are seeking 
new ingredients to improve the product. 

The average person probably would 
be surprised, on his first inspection of a 
modern baking plant, to see so little 


human labor. Machinery is_ used 
wherever possible, often performing a 
task not only faster than could several 
men, but better. Machinery is less 
temperamental. 

Machines carry the flour and other 
ingredients from the storage room, 
usually, to the top floor, from where 
the dough, in successive stages, de- 
scends from floor to floor by gravity. 
All ingredients are carefully weighed 
and dropped into the mixers in proper 
sequence. After mixing to the correct 
consistency, the dough goes into large 
troughs in the dough room to rise. 
The temperature in the dough room is 
maintained at a certain level. 

After the dough has raised suffi- 
ciently it slides down a chute into the 
scaling and dividing machines. No 
human hand possibly could divide the 
dough so accurately as do_ these 
machines. Each piece of dough, as it 
rolls out of the machine, is exactly the 
same size as all the others, and this 
accuracy continues as the dough 
passes through the rounder and the 
moulder, which shape it into uniformly 
perfect loaves. 

The panned loaves then go to the 
proofing box for the final process of 
rising. Then to the ovens, from which 
they emerge ready to be eaten. After 
cooling, they’re wrapped by machine, 
and then they’re ready for delivery. 

This is the skeleton process of big- 
scale bread baking, but what about 
other essentials in the successful mod- 
ern factory, such as cleanliness, system, 
and so on. 

One plant in New York, operating 
twenty-four hours a day with three 
shifts of men, can produce in one day 
something like 100,000 loaves —4,600 
loaves an hour. One of its big ovens 

(Continued on page 53) 
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operating successfully throughout the 
country. According to the 1923 govern- 
ment census, there are more than 
18,000 separate baking plants in the 
United States. The largest company 
of all, the Continental Baking Com- 
pany, greatest of the chain operators, 
owns or controls more than 100 
bakeries in eighty different cities and 
towns in the United States and 
Canada. 


UNDER the leadership of the oldest 

and largest companies the produc- 
tion of bread has been reduced to a 
science. In the old days when the 
housewife set bread at night, per- 
mitted it to rise in an uncertain or 
varying temperature, kneaded it the 
next morning, and finally placed it in 
the oven, sometimes the bread was 
good but just as often it wasn’t. The 
results were uncertain, not because of 
the cook, but because of changing 
atmospheric conditions, varying heat 
in the oven, or poor ingredients. 

But in modern bread-baking plants 
it’s different. It seems incredible that 
loaf after loaf—hundreds, yes thou- 
sands —are all exactly the same size, 
the same shape, the same color, and 
the same consistency. It’s true, how- 
ever, and the factors responsible are 
the use of machinery and scientific 
methods. 

The big companies maintain labora- 
tories in which food values and calories 
carefully are studied and ingredients 
The use of wheat flour for 
bread is based upon long-established 
principles of purity and efficacy, be- 
cause wheat flour contains highly 
nutritious elements. The length of 
time required for the dough to rise, it 
seems, depends largely on the kind of 
flour used, whether it comes from 
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Canadian wheat or wheat from Minne- 
sota, the Dakotas, Nebraska, Kansas, 
or Oklahoma. All these facts have 
been discovered by experimenting. 
Laboratories determine by sampling 
and by study what are the most suit- 
able flours for various purposes; and 
they must trace the history of every 
carload. 

As with flour, so with all the other 
ingredients of bread; every ingredient 
used in bread is subject to the same 
careful study and testing. The bakery 
laboratories constantly are seeking 
new ingredients to improve the product. 

The average person probably would 
be surprised, on his first inspection of a 
modern baking plant, to see so little 


human labor. Machinery is used 
wherever possible, often performing a 
task not only faster than could several 
men, but better. Machinery is less 
temperamental. 

Machines carry the flour and other 
ingredients from the storage room, 
usually, to the top floor, from where 
the dough, in successive stages, de- 
scends from floor to floor by gravity. 
All ingredients are carefully weighed 
and dropped into the mixers in proper 
sequence. After mixing to the correct 
consistency, the dough goes into large 
troughs in the dough room to rise. 
The temperature in the dough room is 
maintained at a certain level. 

After the dough has raised suffi- 
ciently it slides down a chute into the 
scaling and dividing machines. No 
human hand possibly could divide the 
dough so accurately as do_ these 
machines. Each piece of dough, as it 
rolls out of the machine, is exactly the 
same size as all the others, and this 
accuracy continues as the dough 
passes through the rounder and the 
moulder, which shape it into uniformly 
perfect loaves. 

The panned loaves then go to the 
proofing box for the final process of 
rising. Then to the ovens, from which 
they emerge ready to be eaten. After 
cooling, they’re wrapped by machine, 
and then they’re ready for delivery. 

This is the skeleton process of big- 
scale bread baking, but what about 
other essentials in the successful mod- 
ern factory, such as cleanliness, system, 
and so on. 

One plant in New York, operating 
twenty-four hours a day with three 
shifts of men, can produce in one day 
something like 100,000 loaves —4,600 
loaves an hour. One of its big ovens 
(Continued on page 53) 
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Why I Stopped 
Mixing Society 
With Business 


( Anonymous ) 


“the limitation that all art 
demands.” That is to say, in 
every art there are stopping places. 
Business friendship is an art, highly 
important, and the rule of limitation 
holds here, too, as I found to my cost. 
But this new slant on_ business 
friendship —if you do find it new —is 
not negative. It is constructive, and 
the sort of thing that produces a 
feeling of pleasure and relief. 

When I first became a bank man- 
ager, the bank of which I took charge 
chad just opened for business. Our 
patrons were yet to be won. My 
employment as manager, I must con- 
fess, was less for my qualifications as a 
banker than for my experience socially. 
I was a young man who “stood high” 
among people of wealth. True, I had 
banking experience, but I did not have 
managing experience. 

In the community where the bank 
was situated, I was, except to our 
board of directors, a total stranger. 
But my experience was such that I 
expected no difficulty in gaining a 
social foothold. Our competing banks, 
two, were managed by fine, capable 
men who, in my estimation, were 
decidedly “‘slow.”’ I felt at so great a 
social advantage that I rather pitied 
them. 

Our opening reception I need not 
describe in detail. It was not different 
from the usual affair of the sort except 
that we laid on the entertainment 
extra thick, for here I was quite in my 
element. 

My chief objective in this enter- 
tainment, however, was to size up the 
social assets of the community. 
‘Wealthy families I knew from our list 
of prospects, carefully prepared; and 
these people I wanted to meet and 
socially estimate. All went well and 
the papers duly chronicled a “great 
social success.” 

In the weeks that followed I saw that 
the community was what I termed 


ti critic of art speaks of 


4 


Pink Tea 


Limitation 


socially dead. Formal dinners, parties, 
and what not, were in my opinion far 
too infrequent. With the co-operation 
of my wife I determined to stir things 


up, and we succeeded. And those 
competing managers—was it wicked 
of me to enjoy their discomfiture? I 
certainly had them socially outclassed. 


BESIDES entertaining lavishly with 

evening affairs, I made it a point to 
entertain individually. For example, 
if a patron happened to be transacting 
business in the bank near the noon 
hour, I was likely to insist on his going 
Lome with me to lunch. At the house 
I displayed my works of art and my 
library and often pressed upon the 
patron the loan of some interesting 
books. 

My wife and I organized many 
theater parties; but even when nothing 
special was on we often invited a man 
and his wife, patrons or prospects, to 
enjoy an evening at a show with us. 

We made generous use of cut 
flowers. To this also we were accus- 
tomed. In my father’s home the 
flower bill in the summer season often 
equaled or exceeded the monthly 
grocery bill. Hence I found it natural 
to send flowers to a mother on the 
birth of a child, or to any family in 
case of illness, or for any excuse what- 


ever, all for the purpose of gaining 
good will. 

These details I could expand to 
much greater length, but my purpose 
is served by telling merely enough to 
indicate the nature of my social efforts. 
Some of the things I did were custom- 
ary even in this socially slow commun- 
ity. In such cases I went enough 
farther than the usual to give my 
attentions a mark of distinction. 

As for the expense, my father, a 
capitalist, was backing me to the 
limit. Cost mattered little to him if 
the outlay contributed to my business 
success. He was particularly desirous 
that I should get away to a flying 
start as a bank executive. 

What actually happened was that 
those “slow”? managers of the other 
banks licked me to a frazzle. Our 
bank gained patronage rapidly for one 
year, slowly for another, stood still for 
one, and dropped back slowly and 
steadily for two more. After one 
assessment at the demand of the state, 
with the certainty of more assess- 
ments to follow, our stockholders 
voted to sell to one of our competitors. 

After this flash as a manager, I 
took a position as receiving teller in a 
larger city and devoted myself to study 
of the banking business. 

One of our patrons at my new place 
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was the sales manager of a manufac- 
turing corporation with a yearly out- 
put of about $20,000,000. He com- 
muted from our city to the metropolis, 
and gave us his private account. This 
old gentleman, sixty and alive with 
vitality, gave me the benefit of many a 
friendly business chat. 

One day I sketched for him my 
story as manager, stressing what I had 
done to make good friends. I am not 
likely to forget his dry chuckle. 

“Forty years ago,”’ he said, “I was a 
cub salesman for a Chicago packer. 
My idea of making friends for the 
good of the business was much like 
yours; that is, I believed that the way 
to make business friends was to make 
social friends. If I’d kept that up, I 
wouldn’t hold the position that I do 
today. 

“Now, let us try to get at the 
psychology of this friendship business 
for business purposes. The object of 
the social approach, of course, is to 
make the prospect or patron sold on 
us. Fine! 

“But—we have to remember that 
this other man is already sold on 
many other things. He is sold on his 
politics, church, hobby, pet newspaper, 
make of car—in fact, he is probably 
sold on hundreds of concrete things. 
And he is sold on innumerable ab- 
stract ideas. Besides, perhaps he has 
as Many, or even more, pet aversions. 

“Then he probably has a wife, and 
perhaps some observing children. Each 
of these other members of the family 
also is sold or unsold on innumerable 
things. 

“Bless you, when we come to think 


of it we realize that every family, 
viewed socially, lives in the middle of 
about an acre of eggs. Wherever the 
family goes, these figurative eggs go 
along. Does my idea here seem 
extreme? It expresses, at any rate, 
my own feeling in regard to the social 
approach for business purposes, the 
difficulty of avoiding some more or less 
serious smashing. 

“In other words, when we enter 
another man’s home or invite him to 
ours, for the reasons under discussion, 
it is virtually impossible to avoid 
stirring up antagonism in the family 
because of our unconscious stepping 
on unsuspected likes or dislikes. 


“BESIDES all that, if our home is 

much better than the home of our 
patron or prospect, the chances are 
that he will feel inferior and uncom- 
fortable. If his home is superior, he 
may think that we are ‘not so much, 
anyhow.’ If we shower him with 
favors that he cannot afford to return, 
he may feel utterly miserable; or if he 
does more for us than we do for him, 
then he’ll probably think that we are 
not appreciative. 

“The fundamentals of social friend- 
ship and of business friendship are 
entirely different. The first is properly 
based on common personal interests: 
birds of a feather flock together. The 
second is based on common economic 


benefits: a man’s bank book lies close. 


to his heart. 

“Long ago I made it a rule not to 
invite a patron or prospect to my home 
unless the invitation actually facilitates 
the discussion of business. But don’t 
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get me wrong, for of course I have 
many social friends among our patrons. 
We are drawn together by hobbies and 
intellectual interests that are mutually 
agreeable. I never, never cultivate a 
man socially just because I want his 
business. I regard that, in the long 
run, a source of negative results. 
Many times it is fatal. 

“Now, all this is merely suggestive; 
none of us needs to swallow the other 
man’s ideas whole. Ideas combine 
with personal experience and make for 
each of us something a little different, 
suited to us individually. But I have 
discussed this subject with many 
executives, and I have never found one 
who was not pleased at the thought that 
business friendship is complete in itself.” 

That conversation took place several 
years ago. Since then I have risen to 
the position of manager —risen, this 
time. Very largely, too, because of my 
ability to make friends for the bank. 

The bank itself is my reception room, 
and the economic problems and busi- 
ness interests of our patrons are the 
basis of our friendship. In fact, when 
we come to think of it, if people like 
us, and the bank is the only place they 
can find us, aren’t we rather in luck? 

I have many friends in our town who 
do not have accounts at my bank — 
they can find me at my home, or I go 
to their homes. And of course many 
of my patrons are social friends, too. 
The rank and file, however, are busi- 
ness friends only. They can find me 
nowhere but at the bank; and so 
long as my friendship is of service 
to them, the bank is where they are 
going to come. 


What About the Net Profits? 


of the new business that must meet 
the higher rates. With these facts in 
mind, the reasons for the failure to 
show excessive profits during periods of 
high money rates is somewhat re- 
vealed. Instead, therefore, of showing 
a profit increase of 75 per cent this 
year, the well managed commercial 
banks that have stuck to the business 
of loans and discounts, probably will 
show an increase of 10 to 20 per cent. 
That is, a bank that earned $10 net 
per share in 1927, may show $12 or 
better in 1928. This, of course, would 
be a substantial improvement. 
Frequently it is said that the banks 
can not make big profits because when 
money rates are high, the rediscount 
rates at the central banks are also 


high. This is clearly a misunderstand- — 


ing. Member banks borrow reserves 
from the Reserve bank at 5 per cent 
and these reserves serve as a basis for 
time deposits of thirty-three and one- 
third times the reserves, or seven, ten 
or thirteen times the amount in 
demand deposits, depending on the 


(Continued from page 25) 


location of the bank. An increase of 
one per cent in the Reserve bank rate 
would have very little effect upon the 
rate of profit of the borrowing bank 
provided the borrowing bank used the 
Reserve bank credit for reserves against 
loan deposits. But if the borrowing 
bank used the Reserve bank borrow- 
ings for currency, the increase in the 
reserve rate would cut into the member 
bank profits in proportion to the in- 
crease and the reserve funds borrowed. 
But the borrowings for currency are 
never sufficiently large, in proportion 
to the total bank loans, to make this 
a very large item in the bank profits. 
At the present time bank deposits are 
about nine and a half times the total 
currency in circulation and only a 
small portion of this currency would 
represent borrowed funds from the 
Federal Reserve banks. The Federal 
Reserve rate, therefore, as a factor in 
reducing member bank profits, seems 
to have little force. In further 
evidence on this point, the borrowings 
of the member banks for all purposes 


are only a little more than a billion, 
while the deposits of member banks 
are only a little less than thirty-three 
billion. 

Banks are like other institutions and 
in fact like individuals. Those banks 
that have remained primarily com- 
mercial banks and have been able to 
place a large amount of their funds in 
the market and take advantage of the 
high rates, will show very substantial 
increases in profits. On the other 
hand, the banks that will have to take 
losses from securities sold on a declin- 
ing market and for speculative in- 
vestments —leaving little if any money 
available to take advantage of the 
higher rates—will probably show a 
decline in profits and in some cases will 
show losses. The banks that have 


been loaned up to their regular cus- 
tomers and have continued a con- 
servative business as usual without 
withdrawing funds and placing them 
in the market, will show the normal 
Very 


growth in business and profits. 
little more can be expected. 
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—the safest of the safety papers 

GILBERT SAFETY BOND 

e There are many safety papers obtainable so you may well ask why Gilbert Safety 

d Bond is “the safest of the safety papers’. All of these various papers may be divided 

s into two groups --- one of white papers chemically treated so that they stain upon ap- 

: plication of ink eradicators, the second of surface colored papers which are designed to 

n prevent erasure, either mechanically or chemical by removal of the surface colors, 

a generally these have patterned surfaces. 

or Gilbert Safety Bond combines both chemical staining with surface color and goes 

“" a step further in having no surface pattern and so permitting fine effects in printing 

n- and lithographing unhindered by pattern and with a much greater legibility than patterned 

papers. 

9 Write today for sample book showing this new paper in many attractive check styles. 

ill 

va MANUFACTURED BY 

a GILBERT PAPER COMPANY 

ut Menasha - Wisconsin 

m 

al ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND _ PRICES 
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thus obtained plus the total drafts 
outstanding, if any, is the total amount 
of items outstanding for that day. The 
total outstanding column would then 
be folded and the book balance as 
shown by your ledger would be posted 
in the book balance column. The 
total outstanding would be deducted 
from the book balance giving the col- 
lected balance, or, if the total out- 
standing was greater than the book 
balance, an uncollected balance. For 
Sundays and holidays, the previous 
day’s book balance and outstanding 
are posted, which automati- 

cally defers items falling due 


the cost of activity for an 

item, I believe that it can 

safely use 1 cent each on local 

items deposited; items deposited drawn 
on out-of-town points, 2 cents each; 
items charged to the account, 3 cents 
each. 

Each bank would have very little 
trouble in determining the cost of 
checks furnished, because the bank 
knows how much per thousand that it 
pays for these checks and the cost 
could be reduced to one check. The 
number of checks charged to the ac- 
count for the period would be the 
checks charged in analysis as furnished 
so that each month, only the actual 
number of checks used by the cus- 
tomer would appear in analysis. 

Each column on the front and 
back of the work sheet is totaled and 
the totals posted at the bottom of the 
work sheet as provided. The third 
column from the left shows book 
balance, outstanding, collected and 
uncollected balances on a one day 
basis. 

(a) The loanable balance is ar- 
rived at by deducting the required 
reserve from the collected balance. 

(c) When an account has a collected 
balance and an uncollected balance, 
the loanable balance is arrived at by 


(Continued from page 19) 


deducting the required reserve from the 
collected balance, and interest should 
be charged on the uncollected balance 
at the current rate. 

(c) When an account has a collected 
balance and an uncollected balance 
and the bank does not desire to make a 
charge on the uncollected balance, the 
required reserve (which is figured on 
the collected balance), with the un- 
collected balance, is deducted from the 
collected balance which gives the net 
loanable balance. 

Every banker will agree that a 


free balance should be maintained for 
the handling of an account. A scien- 
tific way of arriving at a free balance 
each month would be to use the total 
cost of activity and add the cost for 
collecting non-par checks (provided 
exchange was not charged to the 
customer). 


O arrive at a balance to absorb the 

cost of activity, the interest table 
for one day is used at the rate shown 
in Form A-193, Division 24, but not to 
exceed 4 per cent per annum, and a 
balance found where the _ interest 
amounts to the same as the cost of 
activity for the period. This balance 
is then deducted from the loanable 
balance which gives the interest bal- 
ance; or if the amount is larger than 
the loanable balance, a deficient bal- 
ance. The interest rate to be charged 
on deficient balances should be 2 per 
cent above the rate used to absorb the 
cost of activity. 

To arrive at the averages shown 
in the second column from the left at 
the bottom of the work sheet, it would 
be in order to divide the totals of 
amounts as shown in the third column 
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Exactitude in Cost Analysis 


by the number of days in the period. 

To find the totals to be placed 
in the first column, the different 
columns of the work sheet under the 
same headings are added together. 
This is very easily done as all of the 
columns have already been added. 

We now come to the column 
headed Revenue which includes charges 
on deficient balance, exchange charged, 
interest on uncollected balance. If 
any charges have been made under 
these headings for the period on the 
account, they should be so entered 

here; addition would give the 


on these days. All of these nae Form No.A-200 ne The next column is Direct 
operations are made daily so a —— Cost, which includes interest 
that you may know each day I credited, cost of collecting 
what the collected or uncol- Ne non-par checks, cost of un- 
lected balance may be in each  \geguto-A199___— as = collected balance at the whole- 
account under analysis. sale rate. If you are not 
In the next column, headed s paying interest on the ac- 
“Activity Record,” is printed Se count, of course no interest 
the items deposited — local, ens would be entered. 
items deposited on other points, tins Cost of collecting non-par 
items charged to account, cost aT checks: You should find out 
of checks furnished—and a what checks you have han- 
sufficient number of lines have =. dled for the account that are 
been left blank to take care TOA sar ea not collectible through the 
of other activities. Then the a 5; Federal Reserve Bank, and if 
total cost of activity is shown. a unable to find the actual cost, 
It will now be in order for sez ] figure a charge of at least 
‘each bank to find out the cost uf ly of 1 per cent to cover cost. 
of activity per item. If a bank _ Cost of uncollected balance 
does not care to go into the at wholesale rate: This rate is 
details necessary to arrive at ad to be ascertained from Form 


A-193, Division 24, but not 

to exceed 4 per cent. Of course, 

where no charge is made on 
uncollected balance for the period, 
there would be no entry on the direct 
cost side. Should you have entries 
for all three headings in this column, 
they would be added to obtain total 
direct cost, less total revenue, giving 
net direct cost. This cost applied to 
loanable balance gives rate of cost. 
Cost of activity brought from the 
other side of the sheet and applied to 
loanable balance gives the rate of cost. 
Adding net direct cost and cost of 
activity gives total cost of the account 
and applying the total cost to loanable 
balance gives total rate of cost. The 
rates of cost are arrived at by dividing 
the loanable balance (on a one day 
basis) by 365 and then dividing the 
quotient of this into the net direct 
cost and the cost of activity, carrying 
each division out two decimals. 

You have now completed the 
analysis for the period and it will be 
in order to transfer the totals to Form 
A-196 headed ‘‘Permanent Record.” 
Provision has been made on this sheet 
for all of the totals that may appear 
on the work sheet—Local Amount; 
Par Amount; Non-par Amount; Drafts 
on other Points; Average Book Balance; 
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brought forward. 


Forty-four 


Average Collected Balance in black 
ink, Average Uncollected Balance in 
red ink; Average Loanable Balance; 
Average Interest Balance in black ink, 
Average Deficient Balance in red ink; 
Interest Credited in black ink, Interest 
Charged in red ink; Charges on 
Deficient Balance; Exchange Charged; 


‘Cost of Collecting Non-par Checks: 


Net Direct Cost and Rate of Cost as 
Applied to Loanable Balance; Cost ot 
Activity and rate of Cost as applied 
to Loanable Balance; and Total Cost 
and Rate of Cost as applied to Loan- 
able Balance. In the last three 
columns the horizontal line for each 
month has been divided into two sec- 
tions; the top part is for the cost in 
dollars and cents, the lower part, the 
rate of cost. 

Form A-195 is a detailed interest 
statement of an account. The back 
part of this statement has 
two columns for balances; 
one for collected, the other 
for uncollected. It also 
shows “less reserve’ and 
“‘loanable balance.” 

Front Part: 

(a) Line for the name of 
the account. 

(b) Space for name of bank 
with whom the account is 
carried. 

(c) “Period Ending” after 
which the date is to be inserted. 

(d) Loanable balance 


(e) Less balance to absorb 
cost of activity. 

(f) Interest balance. 

(g) Deficient balance. 

th) Interest credited. 

(j) Interest charged on de- 
ficient balance. 

(k) Interest charged on 
uncollected balance 

(1) ‘Total interest charged. 

(m) Net interest credited or 
charged to the account. 


The balances for the back 
part of the statement are 
to be copied from the back of the work 
sheet, Form A-197, and the amounts 
to be inserted on the front part of 
this statement will be found at the 
bottom of the work sheet, third column, 
with the exception of interest credited 
or interest charged. Interest credited 
is under Direct Cost and_ Interest 
charged is under Revenue. 

On a great many accounts upon 
which no interest is paid and do not 
have out-of-town checks in_ their 
deposits but have a large volume, a 
shorter analysis to cover cost of 
activity can be used on Form A-198, 
known as the activity record. In the 
first column there is printed: Items 
deposited —local, items deposited on 
other points, items charged to account, 
cost of checks furnished, and a suffi- 
cient number of lines have been left 
blank to take care of other activities. 
Then the total cost of activity is 
shown. This card runs for one year 


and each month of the year is divided 
into two columns—number of items 
and cost. 

At the bottom of Form A-198, 
the activity record, is total deposits, 
average book balance, average out- 
standing, average collected balance, 
average loanable balance, rate of cost 
of activity as applied to loanable 
balance. It is very easy to work up 
this part of the sheet. You add the 
total deposits for the period, then the 
book balances for each day including 
Sundays and holidays, which are 
averaged by dividing the number of 
days in the period into the total book 
balance. Total deposits are then 
divided by the number of days in the 
period which would be your average 
outstanding (as accounts on_ this 
analysis are not supposed to have 
checks deposited on _ out-of-town 


n the average small country 

bank,the number of accounts 
under analysis would be very 
small and this method would 
require not more than thirty to 
forty minutes. 
medium-sized country bank, an 
hour would do. 
and A-200 are not needed when 
the accounts are fewer than 100 ‘rom’ to. right, first 


points but only local items which 
would be cleared the next banking 
day). The average outstanding is 
deducted from the average book bal- 
ance giving average collected balance. 
The required reserve is deducted from 
the average collected balance, giving the 
average loanable balance. To get the 
rate of cost of activity, the total cost 
of activity is applied to the loanable 
balance. 

Every bank will find this a 
valuable record to have, because it 
shows the rate of cost of activity in the 
account. If this rate is greater than it 
should be, it will enable the bank to 
call to the customers’ attention the 
fact that their activity is too large for 
the balance maintained. They could 
be shown what amount of balance it is 
necessary to carry to reduce the rate 
of cost to a satisfactory basis. 

Form <A-194 is” an_ analysis 
statement which would be used only 


Even in the 


Forms A-199 
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when a customer asks for a copy of the 
analysis of his account or when a 
bank wishes to call the customer’s 
attention to the account for the 
reason that it has been on an unprofit- 
able basis. This form provides for 
three separate analysis periods and all 
figures can be taken from the work 
sheet, Form A-197. The analysis 
statement could be left with the 
customer after discussing it for the 
benefit of the bookkeeper or auditor, 
and further, this form can be used when 
it is necessary to take up with a 
customer by mail, the condition of his 
account. It is not intended to be 
filled out at the end of each analysis 
period and forwarded to customers, as 
it would require too much detail and it 
is not necessary to call the analysis of a 
customer’s account to his attention 
unless it is unsatisfactory. 

For banks having a large 
number of accounts under 
analysis, it would hardly 
be practical to use the back 
of the work sheet, Form 
A-197, to get the daily 
collected and_ uncollected 
balances. This necessitates 
the design of two other 
forms. Form A-199, known 
as the memorandum slip, 
has three columns — from 
left to right, first column, 
book balance; second col- 
umn, days of the month 
beginning with the 21st of 
one month and ending with 
the 20th of the succeeding 
month; and the third col- 
umn, outstanding. Form 
A-200, known as the balance 
sheet, has four columns — 


column, book balance; 
second column, outstand- 
ing; third column, collected 
balance; fourth column, un- 
collected balance. The first thing in 
the morning the bookkeeper posts the 
previous day’s book balance to the 
memorandum slip, Form A-199. The 
analysis clerk posts the total outstand- 
ing for the same day from the work 
sheet, Form A-197, to this slip. On the 
Balance Sheet, Form A-200, is placed 
the book balance and to it is posted the 
total outstanding from the memoran- 
dum slip, Form A-199, which gives the 
collected balance or uncollected balance. 
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Economy in the operation of your bookkeep- 
ing machines demands dependable equipment. 
Time saved by good binders pays for them sev- 
eral times during their life. 


The Jalum Federal Binder is a sturdy device 
designed to provide ease of fingering, adjustable 
capacity, speed, flexibility and security of con- 
tents. It has four rectangular sectional posts that 
may be built up to any desired height to fit chang- 
ing requirements. These posts are made of nick- 
eled bronze and are 34"xl" in size. They pro- 
vide the perfect alignment of sheets necessary to 
rapid fingering. 


WILSON -JONES COMPANY 


GENERAL OFFICES AND FACTORY 
3300 FRANKLIN BOULEVARD 


CHICAGO 


Serving the Banker thru Progressive Stationers 
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the Federal 
Machine Bookkeeping Binder 


The Federal Binder is economical to use be- 
cause it is built strong, to withstand years of 
hard usage. It saves the operator’s time by open- 
ing and closing quickly, and gives positive pro- 
tection to the contents. The durable construction 
of the Federal Binder and the speed of posting 
which it permits will interest the banker who 


desires economical machine operation. 


Your alum dealer will gladly demonstrate the 
Federal Binder under actual working conditions 
in your bank With no obligation on your part. 
If your do not know the Jaium dealer in your 
city we will be pleased to tell you his name. 


EASTERN OFFICE AND FACTORY 
316 HUDSON STREET 


NEW YORK 


Forty fe 
é 
th 
of / 
th 
ng 
ol- 
ice 
aw 
rst 
ces 
id- 
ted 
in 
the 
the 
The 
nd- 
ork 
the 
ced 
the 
the 
nce. 
| 
| 


DIEBOLD 


As the lily symbolizes dignity, qual- 

ity and simplicity in its beauty, so 
Diebold Vault Doors, Interiors, and 
Safe Deposit Boxes symbolize these 
same characteristics in bank vault ap- 
pearance. Far-seeing bankers know 
that beauty, attractiveness and har- 
mony of design are permanent assets 
in securing and keeping their cus- 
tomers. 


Unexcelled as protective manufactur- 
ers Diebold craftsmen go one step 
farther and put the extra touch to fin- 
ish and design that give to our vaults 
an elegancy of their own—vaults that 
are enhancing the beauty of the finest 
banks in the world. 


Send for our Sales Engineer to analyze 
your protective problems. 


DIEBOLD SAFE & LOCK CO., CANTON, OHIO 
Represented in Leading Cities in U. S. A. and Canada 


ASK YOU R 


BAN KLE R. 
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optional, and will become a part of the 
“pre-standard” group of courses, the 
others being Commercial Law, Negoti- 
able Instruments and Economics. This 
group will be followed by the “standard 
courses”’ consisting of Standard Bank- 
ing, Credits, Accounting (interpreta- 
tion and analysis of financial state- 
ments), and Bank Administration. 
Then for the specialist there are three 
groups of “special graduate’”’ courses, 
each of which comprises a study of in- 
vestments, with suitable other studies 
according to the specialized line fol- 
lowed. These include Business Fore- 
casting, Trust Functions, and Ad- 
vanced Credits. 

These ambitious plans have brought 
their problems. Keeping abreast of 
the rapid developments of today, often 
necessitates a complete re-writing of 
textbooks and, in many instances, 
radical revision of systems and pro- 
cedure. In the course of “Bank 
Administration,” for example, com- 
mittees of bankers have been for 
months at work on an approach to 
the study of the problems involved 
in the practical operation of a bank. 
The Banking Fundamentals course 
is intended to explain to the novice 
the terms and usages of the busi- 
ness in which he finds himself. 
Standard Banking is for the older 
student who desires to learn the 
accepted methods and the reasons, 
legal and economic, for bank routine. 
Bank Administration is to be a study 
of the problems of the executive officer 
and directorate. 


[IN some cities this advanced work is 

having a totally unexpected, but 
interesting, effect. Many of the older 
chapters have an “alumni association” 
of those who have finished their studies, 
but in many instances it is an organiza- 
tion that exists in name only. Where 
practical assistance is needed, however, 
these veterans of the Institute need 
only to be called upon to help, and in 
one of the largest chapters they have 
undertaken supervision and applica- 
tion of the studies in bank administra- 
tion. One of their number, an executive 
officer of a large bank, is instructing 
the class and he brings to a monthly 
dinner of the alumni the various prac- 
tical problems as they arise in the work. 
From an organization purely nominal, 
this alumni association has developed 
into a practical advisory board, or 
forum, in which social contacts are 
combined with a practical and interest- 
ing contact with the senior phases of 
the Institute studies. 

In the old days the affairs of a chap- 
ter were less complex than now, and the 
term of office was short. A year as 


vice-president and one as president was 


foo 
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the rule rather than the exception. 
As the details of administration be- 
came more complex, and the educa- 
tional work expanded, many chapters, 
especially in the larger cities, have in- 
stituted a system of succession in office 
that provides continuity of adminis- 
tration to the chapters, with beneficial 
results. In many chapters now, the 
aspirant for office must first represent 
the chapter as “‘consul” for a year or 
two in his own bank, then serve three 
years on a “board of governors,”’ then 
a year as second vice-president and one 
as first vice-president before reaching 
the chair. Now with this alumni 
development, he may be called upon to 
spend several more years as_ vice- 
president and president of the alumni. 
It is evident that the banking educa- 
tional work is in the hands of practical 
bankers. 


"THE larger chapters are offering 

educational programs far beyond the 
requirements of the standard courses. 
Salesmanship is not ordinarily associ- 
ated with banking, yet many of the 
aspects of salesmanship apply so force- 
fully to banking that large classes have 
been formed in some cities to study 
this subject under well-known ex- 
ponents of salesmanship. Proficiency 
in public speaking, popular in the 
Institute because it is recognized as an 
important part of a banker’s equip- 
ment, has received great impetus in 
recent years. The action of A. P. 
Gianinni, chairman of the board of the 
Bank of Italy National Trust and 
Savings Association, in donating 
$50,000 as an endowment fund to 
provide prizes in an annual national 
public speaking contest, of course 
has been a great incentive for en- 
couragement, but apart from this, 
the study of public speaking has be- 
come uniformly popular throughout 
the chapters. Its purpose is not 
merely to assist those who may be 
called upon to speak in public, but to 
train the student in clear, forceful 
expression at all times. In some large 
chapters the course is called “Effective 
Speaking.” 

Many other special courses are 
offered in the larger cities. The large 
growth in trusts and other fiduciary 
activities has developed a need for 
education along these lines, and studies 
are arranged in trusts, escrows, the 
laws of real property, etc. Invest- 
ments, business forecasting, credits 
and the analysis of financial statements 
and advertising are offered for the 
specialist, while classes are given in 
accounting, business correspondence, 
business English, safe deposit, filing, 
research, speed dictation, and foreign 
languages in various other chapters. 

The work of the American Institute 
of Banking is so closely associated 
with the larger movement for adult 
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A billion more calls 


every year 


HE Bell System expands and 

improves its facilities for ser- 
vice every day. In 1927, 700,000 
new telephones were installed and 
a billion more calls made than 
were made the year before. Each 
additional telephone increases the 
value of every other telephone. 
The additional calls yield additional 
revenues. 
Why conservative investment counsel- 
ors recommend American Telephone 
and Telegraph Co. securities. Bell 


Ayu 

System has grown and is growing 
with the nation. Its management 
is far-sighted, conservative, and yet 
progressive. The system has a plant 
investment of morethan $3,250,000,- 
ooo. It operates more than 60,000,000 
miles of wire, of which more than 
40,000,000 miles are in underground 
cables. American Telephone and 
Telegraph Co. owns more than 93% 
of the combined common stocks of 
the Associated Companies in the 
Bell System. 


Write for booklet “Some Financial Facts” 
BELL TELEPHONE 
SECURITIES CO. Jue. 


195 Broadway (a New York City 


CUTTING DOWN 
OVERDRAFTS 


BANKERS WHO HAVE ADOPTED MARTELL’S PLAN OF ‘‘SERVICE CHARGE 
FOR DRAWING AGAINST INSUFFICIENT AND UNCOLLECTED FUNDS’’ 
TELL. US THAT ITS USE HAS HALVED THE NUMBER OF OVERDRAFTS 


JUST ATTACH THIS AD TO YOUR LETTERHEAD 
AND WE WILL TELL YOU HOW IT WORKS OUT 


A. E. MARTELL COMPANY 


MANUFACTURERS OF ACCURATELY MADE 
LepGER Carbs’ Depositors STATEMENTS 
KEENE, NEW HAMPSHIRE 
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WESTON 


LEADERS IN LEDGER PAPERS 


| SPECIFY 
| WESTON | 


PAPERS | 


The age-old manufacturing standards of an 


ORGANIZATION 


are reflected in all of its products 


CONSIDER BYRON WESTON CoO. 
LINEN RECORD it is the world’s finest 
ledger paper. It is a guarantee of absolute 
permanence, because of its all new rag 
content. It is uniform in texture and 
color. It rules exceptionally well. It erases 
perfectly. It has an ideal writing surface 
for either machine or pen. It is superb for 

lithographing. It is available in all sizes 

¥ * and weights. Sample sheets gladly fur- 
nished by ourselves or our nation-wide 
distributors. These distributors carry 
complete stocks of Weston papers and 
supply your regular stationer, printer or 
lithographer. Be sure to specify BY RON 
WESTON CO. LINEN RECORD for 
your important permanent records. 


) Byron Weston (gompany 


A family of Paper Makers for over sixty- Sag? ‘oe 
Mills at Dalton, Massachusetts, U.S. 


“Tine lnvidilile 


Risks in Banking” 
“ What are these risks— 
5 created by industrial re- 
2 search, by the problems of 
E distribution, by the amaz- 
ing changes in mecd-rn 


business? The banker in 
Topeka, or in Albuquer- 
que, is as interested as is 
the banker in New York. 


READ this interesting and timely 
article written by J. &. Nutt, presi- 
dent of the Union Trust Company, 
of Cleveland, in the November issue of 


The Burroughs Clearing House 


education and for making higher 
education more available to the mass 
of the people, that universities have 
been most willing to co-operate through 
their extension services in providing 
instructors and generally to afford the 
chapters the benefit of their counsel 
and advice. Indeed, in the establish- 
ment of new chapters, one of the most 
vital influences is the proximity of a 
university or other institution where 
educational assistance may be avail- 
able. The earlier contacts between the 
Institute and Dr. Stonier arose from 
the relations existing between Los 
Angeles Chapter and the University of 
Southern California. 

One interesting phase of the educa- 
tional work has been the attempt to 
reduce the size of the classes. Often 
the increasing realization of the value 
of banking education has caused a rush 
of students that swamped the classes, 
for it is not a!ways possible to provide 
additional classrooms and additional 
instructors to multiply classes. Some 
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chapters definitely limit classes and 
those who do not succeed in enrolling 
before the deadline, must await another 
opportunity. In other chapters, officers 
from the banks (often the officers in 
charge of personnel) attend at regis- 
tration time and advise students 
which classes they should take. This 
prevents beginners from attempting to 
tackle the advanced classes before 
they have mastered the rudiments, 
and in this way the size of the classes 
can be to some extent controlled. 

The American Institute of Banking 


continues to enjoy the steady support © 


of the American Bankers Association, 
of which it is a section, and many of 
the foremost bankers of the country 
are proud to acknowledge the debt 
they owe to this organization, operated 
by practical bankers, without profit, 
but with a desire to place American 
banking on a sound economic basis, as 
a profession with recognized ethics and 
ideals, dedicated to the upbuilding of 
American commerce and prosperity. 


The Viewpoint International 


(Continued from page 16) 


The result was that instead of putting 
through the local glass company’s 
program of expansion, I advised them 
to cut down on their production and 
get hold of a new line —which they did. 
They went into window sash and door 
trim to supplement their present 
business. And in less than three 
months after I talked to them about 
it, imports of plate glass began flooding 
into this country at such a low price 
that the domestic plate glass business 
went all to pieces. 

“Then there was the case of a 
tractor company here in town. You 
remember about two years ago they 
were just about down and out? They 
came to me wanting to know whether 
I thought they ought to try to sell out 
to some other company, or call it quits 
and go out of business. What do you 
suppose I told them to do? I went 
down to Washington and talked to a 
fellow down there in the Department 
of Commerce on the export side, and I 
came back and advised the tractor 
people to send a salesman to Russia. 
They followed my advice, and since 
then they have had enough export 
business, not only in Russia but in the 
rest of Europe, to keep them going 
full time. 

‘“‘Why just a few months ago, F. B. 
Smith, whom you know —he’s a live 
wire salesman —came to me and said 
the line he was in seemed to be going 
to the dogs, and he wanted to know 
something that I thought would be a 
good opportunity. Well, been 
reading about possible export markets. 
I told him I thought iceless refrigera- 
tion was the next big thing, and that 


In writing to advertisers please mention The Burroughs Clearing House 


the big new market would prove to be 
in the hot countries that so far hadn’t 
known much about refrigeration. I 
just got a letter from him day before 
yesterday. He got the agency of a 
certain type of iceless refrigeration 
equipment in Chile, South America, 
and he’s done more business down 
there in the last nine months than he 
did in this town in the last five years. 

“You may say that that doesn’t 
mean much to this bank—but you’re 
wrong. It does mean something. 
Smith’s left his will with us, and he’s 
made us trustee of his estate. Even- 
tually, if he keeps on the way he’s 
going, that will mean a good block of 
trust business. 

“Here’s another thing. Take the 
D & F Tire Company, here in town. 
We have always carried them through 
good years and poor ones. This 
spring, you remember, they had a 
terrible slump in sales. We'd already 
advanced them a good deal on the 
prospect of their spring and summer 
business, and according to their finan- 
cial statement we really shouldn’t have 
advanced them any more. But you 
see I had been reading about what was 
happening in the rubber trade. Great 
Britain decided to abandon the Steven- 
son Act. That immediately precipi- 
tated a large decline in the price of 
crude rubber. Right away the public 
decided that tires would be cheaper in 
the near future. So the public stopped 
buying and began to wait for cheaper 
tires. I figured the manufacturers 
would have to yield to this demand 
and cut their prices before long. 

“So I explained things to our 
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committee and told them I thought we 
ought to stretch a point and carry the 
D & F Company through this spring, 
with the expectation that shortly there 
would be a cut in tire prices, and then, 
as summer came on, business would 
pick up sufficiently to make up for the 
spring depression. The committee 
agreed with me and we did just that. 
And it all worked out just as I had 
expected. 

‘““Here’s another case. You know we 
carry the account of the pulp mill over 
in Sandy Creek Center. I was talking 
to the manager of the pulp mill early 
in the year and found out that he had 
an opportunity to buy a lot of the kind 
of wood they use at a pretty good 
price, if he exercised his option im- 
mediately. It was a larger supply of 
wood than they ordinarily use in a 
season, but he was in doubt as to 
whether he should take it or not. 


" ELL, I had seen in one of the 

financial reviews that there was a 
big strike on among the pulp workers in 
Norway and Sweden. It seemed to me 
that in case this strike went on for 
some time there would be a shortage of 


pulp, and pulp prices probably would | 


go up. 
the pulp mill, but he was still a bit 
doubtful. A little later I noticed that 
the strike in Norway and Sweden had 


developed into a lockout, so I called - 


I told this to the manager of | 


up the pulp mill manager and told | 


him about it. The result was that on 
the very last day he exercised his 
option, got his supply of wood, and 
sure enough the price went up and 
that mill has had the biggest year in 
its history. What’s more, they bought 
$50,000 worth of bonds from us two 
weeks ago, and they’re carrying a 
mighty good balance. 

“Just yesterday Jud Lockhart, who 
lives out on the Norway Pike, came in 
and asked my advice about marketing 
his wheat crop. You know he raises 
more wheat than any other man in the 
county. What would you say, Jim, if 
anybody asked you that question?” 

“I’m sure I wouldn’t know what to 
say, Mr. Rogers,”’ answered Jim Atkins. 

“Well, Jim,” Mr. Rogers went on, 
“T didn’t know what to say either, but 
it’s like this. What this country’s 
going to get for wheat this year de- 
pends largely on what the wheat crop 
is in other parts of the world. The 
wheat crop in Europe started out 
rather badly but it’s been getting 
better steadily. The Canadian crop 
of spring wheat looks very good indeed. 
The winter wheat crop in this country 
started out under poor conditions, but 
it seems to be coming through better 
than was expected. Probably we won’t 
raise quite as much wheat in the 
United States as we did last year —but 
on the other hand, at the beginning of 
the season we had a lot of wheat left 
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Do Not Procrastinate 


OU should install a “YEO” 
ROTARY early this fall so 
as to give those business houses in 
your neighborhood a 24-hour Deposit 
Service for the “Christmas season.” 


Rotary Entrances and Receiving 
Chests Are Now Made by Us 
in Two Classes 


The 1928 Series UNIVERSAL ‘“‘Yeo” Rotary 
and its receiving chest designed to meet the 
requirements of the smaller banks who are 
sold on 24-hour service. 


—and— 


The 1928 Series DE LUXE “Yeo” Rotary 
and its receiving chest designed for banks 
who are not buying on price. 


Ig it is the ‘‘Yeo’’ Rotary 
it is the original. 


Manufactured Under ‘‘ Yeo’”’ Patents by 


The BANK VAULT 
INSPECTION CO. 


Office: 5 So. 18th Street, Philadelphia 


SAMUEL P. YEO, President 


Rotar 
State 


Ban 


h Tiffany Illuminated Sign at 
kand Trust Co., New York City 


Do your pens say: 


“STAY OUT!” or ‘‘Welcome’’? 


PENS area vital detail—particu- 
larly in banks! 


pen—and each pen is individu- 


Cheap pens—even when new 
—are often cross and impolite 
to every depositor. They sput- 
ter and haggle and hold u 
business. Good pens are friend- 
ly, courteous. The day’s business 
is smoother and better because 
they are on the job. 

The best pens you can buy are 
Esterbrook en- 
forces one ten-thousandth of an 
inchaccuracy in producing each 


ally inspected before it’s per- 
mitted to bear our name. 


Most banks prefer the Ester- 
brook Radio Pens for their long- 
lasting brilliant silvery finish. 
We suggest you try Radio No. 
968 for your public desks—it is 
extraordinarily smooth and du- 
rable. Your local stationer can 
supply Radio Pens in any quan- 
tity at any time. Esterbrook Pen 
Company, Camden, N. J. 


AMERICA’S OLDEST AND LARGEST PEN MAKERS 
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The Progressive Executive 


is coming to’ this— 


©00e00000000 


for he needs more than just 
visibility of his Business Records 


Greater speed and convenience in keeping records is what he 
wants. That is, something in addition to the already known 
advantages of visible records. 


Being able to have as many as 1,000 record sheets, all visibly 
indexed, in a single compact, portable unit would appear to be 


the acme of record-keeping efficiency and convenience—but 

Brooks Visualizers go even further. / 
The ‘‘Automatic Shift’’ is the added economical feature of 

Brooks Visualizers, and there's no other time-saving device 

like it. With it you can instantly and automatically create a 

space for a new sheet at any point in a record and in a reverse 


manner close a space when a sheet is removed—all without 
removing other sheets. 


What this means to record-keeping is well indicated by 
thousands of businesses using Brooks Visualizers. Size or 
kind of business matters little, for wherever there are records, 
there’s an application for Brooks Visualizers—an opportunity 
to save time and create more positive business control. 


A demonstration is convincing. Call the Brooks Company 
in your city or write for information to the address below, 
naming the record in which you are interested. 


THE BROOKS COMPANY 


Offices zn 67 Cuties 
1247 SUPERIOR AVENUE CLEVELAND, OHIO 


Distributors for Canada: Copeland-Chatterson, Limited, Toronto 


SPATENT 


BROOKS 
SUALIZERS 


TRACE MARK 


WITH AUTOMATIC SHIFT 


Copyright 1928, The Brooks Co., Cleveland 
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over from last year. The uncertain 
element in the situation appears to be 
how conditions are in Russia. Nobody 
seems to know, yet, just how the 
Russian wheat crop is coming out, 
although the rumor is that Russia is 
going to buy a good deal of wheat this 
fall. If Russia buys a lot of wheat from 
us, the price may hold up pretty well, 
but if Russia doesn’t, then wheat 
prices may be a bit lower than they 
are now. I can’t tell yet. I passed on 
all this information to Jud Lockhart, 
and promised him I’d write to the 
Department of Agriculture and the 
Department of Commerce and get all 
their reports for him as fast as they 
were issued. Now, this means some- 
thing to the bank, because every year 
we advance Jud Lockhart a good deal 
on his wheat crop. 

““Here’s another illustration of why 
we small town bankers have to keep up 
on international affairs. Last year, 
you remember, the Jenkins Company 
here in town put out a bond issue at 5 
per cent. At that time the bonds sold 
above par. Now they’ve begun to go 
down. Do you know why they’re 
going down, Jim?” 


“NTO, I don’t know,” Jim Atkins 
answered in a rather small voice. 
“Well,” the vice-president went on, 
“T can’t say that I understand the 
whole of it, but it’s something like 
this —last year so much gold had been 
imported into this country, and we had 
expanded our credit structure so much, 
that credit was very cheap. Con- 
sequently a 5 per cent bond looked 
pretty good. But this year the gold 
movement has been reversed. Gold 
has been exported from this country 
to a rather surprisingly large extent. 
The Federal Reserve banks have had to 
raise their rediscount rate, not only to 
contract the amount of credit in cir- 
culation because of the exports of gold, 
but also to discourage the excessive 
stock market speculation that had 
been let loose because of our large 
credit supply. Now, of course, as the 
supply of outstanding credit was 
reduced, the cost of credit began to go 
up. Interest rates began to rise, and 
correspondingly the market price of 
bonds began to go down. 

*‘Now this bank sold most of those 
bonds. We’re now faced with the job 
of explaining to our customers why 
those bonds aren’t worth as much as 
they were when we sold them. We’ve 
got to advise our customers whether 
they ought to sell those bonds now, or 
whether they ought to hold them in 
expectation that at some time in the 
near future they will come back to 
their former levels. Which would you 
advise these bondholders to do, Jim?” 

By this time Jim’s voice had sunk 
almost to a whisper. 

“I’m sure I haven’t the slightest 
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idea, Mr. Rogers,” he answered. 

Once more Rogers began to laugh — 
that deep throaty laugh that suddenly 
made Jim feel entirely at ease again. 

“Well, Jim,” said the vice-president, 
“you run along now and play your 
foursome. But let me tell you this, 
young man —if you’re going to make a 
banker out of yourself, you’d better get 
busy and find out what’s going on in 
the world. Banking isn’t a home- 
town business any more.” 

“Yes sir,” said Jim Atkins. 


Bonds with the Savings 


(Continued from page 27) 


facts—while you think of that prize- 
winning slogan.” 

These were all humorously _illus- 
trated with cartoons. One that was 
very effective showed our cashier in 
the act of selecting a bond from a bag 
overflowing with bonds. The title was 
“Among ourselves; our cashier, when 
asked to select a good safe bond for 
some customer, answers: ‘If all our 
bonds were placed in a bag, I could put 
my hand in and blindly pick the safest 
—for they’re all safe.’ ”’ 

We were surprised to receive slogans 
from nearly half of the employees. 
Two of these are still being used in our 
advertising. 

Many of the em)loyees lined up their 
prospects during the introductory slo- 
gan contest, thus giving us a running 
start on opening day of the main 
contest. On each phone had been hung 
a cartoon—the ‘‘March of the Bond 
Savings Accounts” (bond passbooks as 
manikins on parade) with the caption 
“Forward March.” The method of 
scoring was unusual. No scoreboard 
was used. Instead each bond account 
obtained was represented by a brick in 
the ““Wall of Financial Security.”” The 
name of the individual who influenced 
the account was printed on this brick 
of wood, painted red. There were two 
teams, one the bank and the other the 
trust department. Each team built 
its own wall. The investment depart- 
ment had a wall too but no one in the 
department was eligible to win a prize. 
This display stood in the investment 
department. 

Throughout the bank were cut- 
outs of a workman with this question 
imprinted below: “Which wall will 
he work on today? See the unique 
scoring device in the investment de- 
partment.” 

Bulletins were issued three times a 
week. Part of these were devoted to 
humorous sketches of the history of the 
bank and the development of the trust 
department. There has always been 


great rivalry between the two divi- 
sions and we capitalized on it. At the 
start of the contest, a clerk in the 
trust department boasted that the 


T° the end that both money 
and lives be protected in 
case of a daylight holdup, the 
Pennsylvania State Treasurer’s 
Office has been fully equipped 
with the Model Y System of 
Federal Tear Gas. 
This modern, scientific and 
effective protection is being 
used in hundreds of Banks, 
Pay Offices, Hotels, Jewelry, 
Department and other stores 
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where money and valuables 
must be guarded and where the 
presence of customers makes 
it hazardous to use firearms. 
It is the one effective method 
of protection that can be used 
without endangering life and 
where it is used standard 
liability insurance policies in 
leading companies give liability 
protection without extra 
charge. 


The booklet “Beating the Bandit’’ describes it fully 
and you will not obligate yourself by writing for a copy 


FEDERAL LABORATORIES, INC. 
1631 LIBERTY AVE., PITTSBURGH, PA. 


Branches in Principal Cities 


INSTALLATIONS OF FEDERAL GAS HAVE BEEN TRIPLED IN THE 


LAST YEAR 


Xmas Money Envelopes 


Many Used by 
Attractive most all 
Designs Banks 
Samples and prices 
© 
on 
ARTHUR VON SENDEN COMPANY 


312 Fourth Avenue, PITTSBURGH, PA. 
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And for every one of the half million led- 
gets some one decided what paper to use. 
Each year half a million ledgers, or their equiv- 
alent, are made from Parsons Papers, as a result of 
someone’s careful choosing. For seventy-five years, 
beginning when Abraham Lincoln was but forty-four 
years old, the Parsons Paper Company have been mak- 
ing good rag papers for use in the records and ledgers of 
business, finance and government. Even today, Parsons 
Papers are made in the good old-fashioned way, hung in a 
loft to dry slowly fora hundred hours. There is another way 
of drying paper which requires only fifteen minutes, but lab- 
oratory tests show that Parsons Papers, made in the old-fash- 
ioned way, have a greater folding endurance by 50 per cent 
over sheets of same rag content but dried on a speed basis. 
—— It costs no more to rule, print, bind and punch a Parsons 


( 


72 


= ; Paper than the cheapest ledger made, and as it requires hardly : 
_ " a quarter ream to a ledger book, you may as well have a Par- Bart 
I: sons ledger paper. When you get above temporary officeforms [EA 


specify Parsons Papers to your stationer. He will recognize you 
as a man who knows value. 


DEFENDUM LEDGER 


A National Standard for Accounting Systems 


SCOTCH LINEN LEDGER 
for Permanent Records 


PARSONS PAPER COMPANY fA 
HOLYOKE, MASSACHUSETTS 


7, 


SW) 


Send for Your Copy 


Accountants will be aided by this book ot “Approved 
Accounting Forms,” a copy of which will be sent with 
our compliments to those making request on their busi- 

ness letterhead. 
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trust team would win. It so happened 
that they received some new trusts 
estates just about the time the contest 
opened and were unable to make a 


| good showing. There was no use in 


cajoling or arguing. They declared 
they were too busy, and they were, but 
the committee decided that the contest 
had to be a success anyway and 
undertook drastic measures. One 
evening we moved the scoring walls 
into one of our windows on Dearborn 
Street and awaited the results. They 
came—and with a rush. The trust 
department hustled in the bond savings 
accounts and kept pace with the 
banking department from then on to 
the end. The contest would not have 


_ been a success without the support of 


| 


the trust department since our adver- 
tising foundation was based on the 


_ rivalry between these two divisions. 


Prizes and Commissions 
The purpose of our contest was to 


introduce our bond savings plan. 


Therefore, the prizes were awarded in 
such a way as to give preference to the 
employees bringing in the greatest 
number of new customers, rather than 
selling the greatest amount of bonds. 
Employees received twice the number 
of points for a new customer as for 
each $100 unit sold. Extra bonus 
points were given for the best weekly, 
semi-monthly and monthly standing 
of new customers. The first grand 
prize of $50 was awarded to the em- 
ployee who brought in thirty-two new 
bond savings accounts with a total 
sale of $6,200 worth of bonds. The 
second grand prize of $25 went to the 
employee who brought twenty-six cus- 
tomers and sold $6,800 worth of 
bonds. 

A weekly prize of $10 was given 
throughout the contest to the one 
getting the greatest number of accounts 
each week, the minimum being at least 
five new accounts. A cash bonus was 
given for each sale amounting to one- 
half of one per cent of the total amount. 
Provided the customer paid for his 
bond within the prescribed year, the 
employee received an additional bonus 
of one-half of one per cent of the total. 


Grati fying Results 


In sixty days, we had 708 new bond 
customers with a total of bond sales 
amounting to $111,400. On the sur- 
face these results seemed small, but 
compared with the record of the 
previous years, they were gratifying. 
Heretofore two or three hundred bonds 
a year, sold on the partial payment 
plan, was considered a good record. 

For the year 1928 we set our quota 
at 1,500 bond savings accounts and at 
the present time it looks as though we 
will go well over quota, because more 
than two-thirds of it has been achieved 


' by the close of the eighth month. 
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Consider the Loaf of 
Bread 


(Continued from page 36) 


will hold more than 300 loaves. This 
particular establishment is only about 
four years old and the ovens are 
operated by a system of indirect heat- 
ing, but its owners operate two other 
plants that are even more modern, one 
of which is equipped with traveling 
ovens, and the other is heated and 
operated entirely by electricity. 

Just as the various companies have 
reduced bread-baking to a science, now 
these same companies are striving to 
improve their distribution. Here clean- 
liness, of course, is an essential from 
the standpoint not only of health, but 
of advertising. Delivery vehicles, 
therefore, are kept immaculate. Dis- 
tribution in the large cities is con- 
Linuous all day, first to the restaurants, 
the hotels and the lunch counters, 
then to the groceries and delicatessen 
shops that want fresh bread every day 
for their customers, and then to the 
hospitals and similar institutions. Some 
idea of the tremendous distribution of 
bread may be gained from a considera- 
lion of these figures: 


"THE annual bread consumption of 
the United States and Canada is 
estimated at twenty-two billion loaves. 
About 55 per cent of the bread now 
comes from big sanitary bread ‘‘fac- 
tories,” baked according to standard- 
ized methods and scientific processes 
and under the direction of practical 
business men. In the large metropoli- 
tan centers, home-baked bread is almost 
a thing of the past. It is estimated 
that in New York City only about 5 
per cent of the bread consumed is 
home-baked. In the rural districts 
and the smaller towns home-baked 
bread is more common, although here 
the big baking companies with national 
distribution are getting a firm foothold. 
Thus these providers of machine- 
made bread are relieving the housewife 
of considerable drudgery, and at the 
same time they are helping to improve 
the general health of the populace by 
supplying a standardized food based 
upon strict analysis of the ingredients, 
and prepared under sanitary and 
generally favorable conditions. 

From the standpoint of business, 
they have improved the technique of 
production and _ reduced industrial 
waste by decreasing overhead, in- 
creasing the efficiency of plant opera- 
tion, and concentrating buying power. 
Just what this concentration of buying 
represents, and what it means to other 
industries, best is illustrated by con- 
sidering the volume of purchases by 
one of the biggest companies. In its 
hundred or more plants, distributed 
throughout the country, this company 
uses in one year more than 3,000,000 


Vault Doors .. 


in modern vaults. 


further information. 


-t 


hree feet thick 
guard the Royal Bank of Canada 


© BANK vault in all Canada has thicker or more impregnable vault 
N doors than those that guard the entrances to the vaults of the 
main office of the Royal Bank of Canada, Montreal. 
These dcors are three feet thick, exclusive of boltwork. Constructed 
with the exactness of a fine watch, they balance perfectly, swing easily 
on their hinges, and are equipped with every practical safeguard found 


This Company has the facilities and engineering skill to build the 
largest bank vault doors yet designed. Banks of all sizes and in any 
locality receive the same quality of equipment and the same service 
that is given the greatest financial institutions. : 

Bankers, Architects and Engineers planning to build or remodel 
bank vaults, are invited to make full use of the 40 years’ experience ot 
our Engineering Department, without obligation. Write today for 


YORK SAFE AND LOCK CO. 


ae, YORK, PENNSYLVANIA 


BALTIMORE PHILADELPHIA 
BOSTON ST. LOUIS 
CHICAGO SAN FRANCISCO 
CLEVELAND SEATTLE 
HOUSTON WASHINGTON 
LOS ANGELES HONOLULU 
MIAMI HAVANA 

NEW HAVEN MONTREAL 
NEW YORK PARIS 


TOKYO 


Fuller Company of Canada, Ltd., Builders 


This photograph shows one of the two York entrances to the ; 
vaults m the main office of the Royal Bank of Canada, 
Montreal - York & Sawyer, New York, Architects - Fred- 

erick S. Holmes, New York, Vault Engineer - George A. 


barrels of flour, 60,000,000 pounds of 
sugar, 10,000,000 pounds of eggs, 
25,000,000 pounds of milk, nearly 
3,000,000 pounds of raisins, 11,000,000 
pounds of salt, almost 2,000,000 pounds 
of shortening, 9,000,000 pounds of 
veast, and 10,000,000 pounds of waxed 
wrappers. These are only the com- 
modities used —no account is taken of 
machinery and labor. And_ these 
figures have to do only with a single 
concern. 

Since bread is a necessity of life, 
bakers usually prosper regardless of 
general economic conditions. Baking 
operations are conducted on a strictly 
cash basis; each day’s production is 


paid for on the day following. A great 
volume of business, therefore, is pos- 
sible with a small working capital. 
With these economic advantages, 
many of the companies have prospered 
exceedingly and now have become 
established on a sound financial basis. 
In 1916 the stock of one company was 
selling at around two dollars a share. 
Since then, the same company has 
expanded six times by stock dividends, 
so that the holder of one share in 1916 
now owns six shares. This, plus the 
increase in the value of each share, it is 
estimated, makes the investment of $2 
ten years ago worth, today, close to 
$1,350. In ten years that one company 
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NE of the many surprising 
vistas in the largest single 
banking room in the world — 


CLEVELAND 


In writing to advertisers please mention The Burroughs Clearing House 


m UNION TRUST«o. 


Resources over $300,000,000 


THE BURROUGHS 


has paid out, in interest and dividends, 
something like $6,500,000 on property 
that was valued at close to $3,000,000 
when the company was incorporated. 
The stock of several baking companies 
is quoted on the New York exchange. 
The preferred stock of one company 
bears 8 per cent interest, and another 
pays 7. 

When the big bread producers are 
earning large profits, which enable 
them to pay fancy dividends and cut 
sizable melons, this question occa- 
sionally has been raised: ‘“‘Why isn’t 
some of the profit reflected in a reduc- 
tion of the price?” On its face this is a 
reasonable question, although some- 
what difficult to answer. But doesn’t 
it ignore the operation of two economic 
laws —the law of supply and*demand 
and the law of marginal utility? The 
demand for bread is great; the big 
national bakers cannot supply all of it. 
These producers are reaping the bene- 
fits of providing a genuine community 
service. In addition to supplying a 
tasty, healthful, economical food, they 
are adding to the wealth of their 
respective communities by maintaining 
a productive enterprise that owns 
valuable property, pays steady wages, 
buys a tremendous amount of com- 
modities and machinery, and effects 
some distribution of profits. 

Mrs. Average Housewife finds the 
purchase of a ‘‘factory-made”’ loaf of 
bread more to her advantage than is 
the expenditure of the time and energy 
necessary for baking bread at home. 
But she always remembers that she 
can revert to home-baking at any time. 
Baking good bread at home by no 
means is a lost art. 

The housewife also is the arbiter who 
can do much to prevent abuses within 
the industry. Slightly more than a 
year ago there was talk of a further 
combination in the bread industry 
through a consolidation of three of the 
largest concerns. There was an im- 
mediate and widespread protest, how- 
ever, and a strong suspicion that here 
was a monopoly. The Federal Trade 
Commission investigated, and reported 
that no “bread trust” existed, nothing 
that smacked of “restraint of trade.” 

But even though it is true that there 
have been many combinations formed 
among baking companies in the last ten 
years, and admitting the probable close 
relationship between the big concerns, 
how could there ever exist a monopoly 
on the baking of bread. Shoes, tin 
cans, steel rails, and what not, the 
consumer perforce must buy. But as 
long as flour and fuel are available the 
American household need not depend 
upon bakeries. 

The secret of success in the baking 
industry, in fact the only asset that 
can keep the industry alive, is to 
satisfy the consuming public on quality 
and price. 
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Leave It to Kathie 


(Continued from page 20) 


after his death. I asked her, and she 
said that at first mention of it she would 
be opposed to the idea, but she promised 
to think it over and tell me why. 

I was delighted. I was looking for 
opposition and I felt I would find it 
here. It was weeks before I saw her 
again to hear her arguments. 

Then she surprised me with: “I 
wouldn’t know what to invest in if 
I had a lot of money and I think the 
trust plan would be best after all.” I 
recovered very slowly from this. ‘“I’d 
rather feel that it was being handled 
by some one who knew how to do it 
wisely and without loss,’ she ended. 

I accused her of having collaborated 
with her husband in her decision but it 
seemed he himself was guilty of oppos- 
ing our plan. Janet had reached the 
conclusion alone after weighing the 
evidence, but when this woman failed 
to voice the arguments I had been 
waiting for, I gave up interviewing. 
Until I met Kathie. 

Kathie is a tall girl who laughs a 
great deal but who is always afraid 
the parking space will be gone when 
she gets there. Her husband’s busi- 
ness keeps him away from home a great 
deal so she disburses most of the money 
and looks after the details of keeping 
the house, which she built recently, 
in complete repair. Besides this she 
directs most expertly the maintenance 
and comfort of three growing children. 

From the time this idea first oc- 
curred to me, I was sure that if I could 
get a chance at Kathie I would find a 
bitter objector. I fancied her telling 
me with fire in her eyes that she 
could invest her own money. One 
evening we sat at dinner together and 
she told me that she had no direct 
experience and that her opinion might 
be prejudiced by her sister’s unfortu- 
nate experience with a trust company. 

It was hard to believe, even from her, 
that any trustees had sold non-taxable 
securities and replaced them, for no 
good reason, with others sold in their 
institution; or that they had over- 
looked items of jewelry specifically 
mentioned in the will. I’m not sure 
that Kathie believed her own story, 
for she told me that when a new cor- 
porate executor was appointed, her 
sister had no further trouble. 

But I was still waiting for Kathie’s 
opinion. Would she be willing to have 
her husband create a trust for her and 
the children —knowing all this? She 
answered reflectively, that although 
her husband had never mentioned it, 
she would never oppose him if he did, 
because no matter how much a bank 
bungled matters an individual un- 
doubtedly would do worse. Then I 
sent her away. 

Later I heard of the wife of an 


They have wide flaps, over-lapping seams, and 1!¢i n. wide gumming clear to the edges. 


Banks, Investment Companies, Insurance Companies, and similar organzations find that 
GLUE-LOCKED Bankers’ Flap Envelopes exactly fill their needs. They can be stuffed 
with valuable papers without bursting at the corners and have an appearance that denotes 
class, dignity and importance. The smooth wide gumming holds—no losses in transit. 
Write the nearest Maker for samples, prices and free copy of ‘‘Envelope Economies” 


AssociareD ENVELOPE maxers 


Better Equipped to Make Better Envelopes 


CLEVELAND—Wolf DES MOINES—Berkowitz 
Envelope Comrany Envelope Company 
DETROIT—Wolf Detroit KANSAS CITY— Berkowitz 
Jones Company Envelope Company Envelope Company 
PHILADELPHIA—Whiting- CHICAGO—Brown Paper DENVER~—Rocky Mountain 
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CINCINNATI— Western ST. LOUIS —Berkowitz 
Paper Goods Company Envelope Company 


BOSTON—Boston 
Envelope Company 
NEW YORK—Berlin and 


Envelope Company 
SAN FRANCISCO—The 
Envelope Corporation 


every room 


Throw a switch — and you have your 

choice of two programs. Press a valve — 

and you have ice-water. Select a book 

from the library catalog —and it’s sent 

up to you. Wake in the morning, and find 

the newspaper under your door. 7 7 7 A 

Statler is your ‘“cShome away from home.”’ 

of 


There are Statler Hotels in: 
BOSTON 7 BUFFALO (Hotel Statler and Hotel Buffalo) 
CLEVELAND DETROIT ST.LOUIS 
NEW YORK (Hotel Pennsylvania, Statler-Operated) 


Hotels Statler 


7,700 Rooms with bath and radio reception. 
Fixed, unchanging rates posted in all rooms. 
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Przase tell me why 


your statement shows unusual 


financial strength. 


—da customer. 


Hear is one reason:—Invested 
capital (capital, surplus and undivided 
profits) is more than $50,000,000. This 
is nearly one-sixth of the deposits, which 
are shown as $307,054,536.35, or a ratio 
of 6 to 1. 


Statement of Condition 
at the close of business June 30, 1928 


ASSETS 


Cash on hand, in Federal Reserve Bank and 
ue from Banks and Bankers . . $ 59,431,540.98 


United States Bonds . 36,132,924.01 
Municipal onds . 6,196,169.02 
ans and Discounts 237,755,586.04 


Short Term Securities 
Bonds and Other Securities 
Stock in Federal Reserve Bank 
Real Estate 


12,811,763.81 
1,872,832.10 
1,275,000.00 


3,295,000.00 
Customers’ Liability Account of Acceptances ° 31,688,493.91 

TOTAL . . . . $392,247,561.05 


LIABILITIES 


- $ 12,500,000.00 


*Undivided Profits . 7,604,841.86 
*Deposits + 307,054,536.35 
Dividend Payable July 2, 1928 1,000,000.00 
Reserve for a and Interest Accrued 1,557,967.19 
Unearned Discount 384,350.92 
TOTAL . . . . $392,247,561.05 


CENTRAL UNION 


TRUST COMPANY OF NEW YORK 


BANKING 


TRUSTS 


Plaza Office: 


Fifth Avenue 
at 60th St. 


42nd Street Office: 


Madison Avenue 
at 42nd St. 
80 BROADWAY 


NO SECURITIES FOR SALE 


Capital, Surplus and Undivided Profits Over 50 Million Dollars 
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artist, who seemed to be a prospective 
objector. By this time the summer 
was well upon me and I was growing 
desperate. Here was a pretty wisp of 
femininity with dark, dreamy eyes and 
just the right degree of animation. 
Her husband announced to her one day 
that he had arranged to leave his life 
insurance in trust. ‘“‘What,” said she, 
“do you insult my intelligence as if I 
were a child who knew nothing about 


money?” Then retorted he, “all right, 


if you had a few thousand dollars and 
the education of our daughter to look 
after, what would you do with the 
money?” 

She told him, I think, and the next 
time I saw him he was signing his 
trust agreement. He won her over in 
the end. She only needed to be told 
adroitly about the trials of a widow 
with money to invest, and any regular 
reader of trust advertising is well 
equipped to recount a number of 


_ tragedies that will convince the haughti- 
est woman. 


NE afternoon I called on a married 
woman of my acquaintance who has 


no children and I did not consider her 
_ in connection with my newly adopted 


life work, so I had not meant to discuss 
trust estates. But the subject came up 
anyway, due, I think, to my constantly 
weakening condition. 

Secretly I felt that in this woman’s 
place, I myself would be opposed to a 
trust. I should prefer to gloat over my 
legacy miserly, buy charming frocks, 


_ travel hither and yon, and play. Why 


shouldn’t she have full control of the 
money if she was left alone? 

But in answer to the question she 
earnestly replied that although not a 
soul was dependent upon them, she 
believed that a trust plan would be 
wise and practical. “I’m not one of 
those women,” she said, “‘who think 
they know all there is to know about 
investments. If I did have money to 
invest I’d go to a bank for advice 
anyway.” 

When even this woman, who would 
leave no children to survive her, was 


_in favor of trust service, I felt very 


much like a fugitive. I began to listen 


_ for names sounding cruel and selfish — 
_ of married women with children. Day 


after day I searched for the women who 
hated trust companies, my defense 
grew weaker daily. At last I thought 
of a woman who was German by birth 
and breeding, the mother of three rosy 
children, on whose Teuton antagonism 
I felt I could rely. 

When I called her she asked for a 
day to think it over and then she 
reported promptly, and to my utter 
astonishment, that she too thought it 
wise to conserve estates in the manner 
I had spoken of —especially where the 
women had not had business experience 
and where there were children who 
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would suffer as a_ result of ' their 
mothers’ inability to resist the rascally 
stock salesman. This was her frank 


opinion despite the fact that her | 


father’s large estate had been ad- 
ministered successfully and economi- 
cally by members of the family. 

In a period of nearly six months I 
have found only one objector and I 
saved her for the last. She has no 
children and her husband is a success- 
ful insurance agent. His renewals 
alone run into gratifying figures and he 
is leaving his business for her to 
manage in event of of his prior death. 
Because of the nature of the business 
he has not even named a corporate 
executor. He argues that all his money 
will go to his wife to do with as she 
pleases. If she loses it, he says, it will 
not matter. 

When I was talking to this woman I 
forgot that my only ambition was to 
write a story. I imagined myself 
ordained to sell trust service. My 
prospect argued that she might as well 
have the money because she could 
handle it as well as a trust company, 
and as for investments, Mr. So-and- 
so would give her good advice when- 
ever she needed it. 

I looked at her scornfully and said 
that her only reason for being so 
stubborn was that she wanted a taste 
of business and this looked like one way 
of getting it. She would gladly un- 
burden herself of responsibility after a 
week of calling on insurance clients, 
but since the Mercantile Trust Com- 
pany could not in any event handle 
her renewals, it seemed there was no 
trust service I could sell and the town 
is so full of easy prospects that I’ve 
given up this one. 


BUT the trust officer who told me 

that women were the chief objectors 
to wills and trusts didn’t help to make 
a hot summer any pleasanter for me. 
I started out to gather facts so I could 
write a startling exposure, and then 
the Isabels, Janets and Kathies refused 
to set up the straw men I had prepared 
to mutilate before the world. 

None of these women understood the 
technicalities of trust estates but they 
had to admit that on the whole the 
idea was capital. There are certain 
men also who are not as well acquainted 
with these technicalities as they wish to 
pretend. No matter how much we are 
selling trust service now —we ought to 
sell more, and no matter how well we 
are explaining it now—we can do it 
better. There are great unexplored 
areas of people in every city who are 
willing to establish a trust when they 
find out what it’s all about, and the 
theory that women are opposed to 
them should present little difficulty. 
They may have been objectors once — 
but they’ve changed their minds —or, 
if properly approached, they will. 


What Brings in 
New Depositors ? 


S it the size of your bank? 
your building? Both are advantageous, and help 
to bring in new business, to a certain extent. 


But the most important things are not so apparent 


to the public. 


Experience of officers, courtesy of contact em- 
ployees, a policy of progressiveness in business and 
public affairs are the things that attract and hold 


worthwhile accounts. 


Or the location of 


And these things must be placed before the 
public through effective advertising. 


The Collins Service has been engaged for many 
years in selling banks to their communities through 
well-planned advertising, based on a careful study of 


local conditions. 


It can do the same for your bank, economically 
and on a sound profit-earning basis. 


sible executives for our book— 


y We invite requests from respon- 


“Prestige and Profits.” It is free. 


THE COLLINS SERVICE 


Financial Advertising 


Main Office: 1518 Walnut Street, Philadelphia 
Production Plant: 226-240 Columbia Avenue 


Seal Registered Mail With ONE 
Amestyle Envelock 


Approved by the U.S. Post 
Office—accepted by Insur- 
ance Companies. A great 
time and money saver. 


Send for sample. 


SAFETY ENVELOPE CO. 


BOSTON. MASS. 


SUOBURY ST. 


SALESMEN 


To sell nationally advertised line of Bank 
Pass Books and Check Covers. A real 
proposition for experienced specialty bank 
supply salesmen. Liberal commission. Give 
age, experience, territory, references, first letter 


Dept. B, AMERICAN BEAUTY COVER CO., Dallas, Texas 


the o7 ope in 
ascinating business. Practical work. No text books. id —_ 
lished school, Successful graduates Just the plan you 
ave always wanted. Write today. No obligation. 


PAGE-DAVIS SCHOOL OF ADVERTISING 
Dept. 1877, 3601 Michigan Ave., Chicago, U. S.A. 
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Individual Attention 
In Every Department 


Individual attention 
in every department 
of banking —for every 


correspondent —is the 


standard of this bank 


CONTINENTAL 
NATIONAL BANK 


& TRUST COMPANY 
OF CHICAGO 
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Sharp Eyes on the Finan- 
cial Dial 


(Continued from page 9) 


call loan market. Of course they did. 

Each of these particular operations 
—regardless of simultaneity —showed 
that speculation was remarkably re- 
silient; it bounded back into activity 
or lapsed into lassitude, according as 
the supply of funds on call was large 
or small. 

And a new factor appeared, only to 
be speedily detected by the vigilant 
sleuths at the dial. Private corpora- 
tions of all kinds everywhere found the 
call loan market a fatter place for their 
surplus funds than sodden bonds or 
deposits drawing the usual interest in 
banks. They withdrew their deposits 
to lend the funds on call, or instructed 
their depositary banks to place the 
money in the call loan market for 
them. They sold their bonds —thereby 
depressing an already depressed bond 
market —and disposed of the proceeds 
in the same way. 

These funds were rated not in 
millions but in hundreds of millions. 
Brokers’ loan reports, in giving the 
source of the borrowing, showed from 
others’”’ a great sum —$1,800,000,- 
000 at one time. 


HERE were rumors that the redis- 

count rate was to be again advanced. 
But there were crops to move and more 
crops coming. A great political cam- 
paign was developing and the farmers 
were reported to be restless. Federal 
Reserve authorities are not influenced 
by such conditions, but it is interesting 
to note that they existed. 

And, moreover, the member banks 
were seeing their duty in still a newer 
light. The savings banks also were 
deeply concerned. The latter’s de- 
posits were being withdrawn to feed 
speculation. The member banks were 
losing deposits to the corporations 
which had discovered the call loan 
market. Nothing irks a banker so 
much as the loss of deposits. (See any 
banker for confirmation.) The cor- 
porations were using the funds they 
withdrew from the banks to make a 
profit which, by such rights as exist, 
belong to bankers. The New York 
Clearing House accordingly was cleared 
for action. ‘Brokerage’ rates for 
placing money on call for others were 
advanced. Interest rates on deposit 
balances were revised. 

In the meantime the seasonal de- 
mand for loans from business was 
beginning to be felt. Everyone ac- 
cepted the verdict that money is tight 
and will remain so, at least until some 
time later. The peak of the money 
demand comes in October but the 
decline thereafter, if any, may be 
gradual. 

The Reserve bankers, still watching 
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the dial, are standing pat. It'is re- 
ported that they are discouraging 
prospective imports of gold. They 
have not called in or attempted to 
secure the return to them of gold 
certificates in circulation. It is fair to 
believe that the something called 
psychology is at work and, with its 
aid and that of the movements men- 
tioned, a new balance has been found. 
Certainly speculation has been stayed 
—a little. It has continued to demon- 
strate its resiliency, but with cir- 
cumspection. It is still in a frame of 
mind to believe that this is still the 
greatest country (see first paragraph 
of this article), and will continue to be 
the greatest country on earth (see 
reports of campaign speeches); that 
it has the best and most resourceful 
and ingenious people (see immigration 
laws); that it is rich (less half a billion 
in gold exported); and powerful (see 
Mr. Kellogg’s new peace treaty) but — 
oh, grievous “but” —it cannot finance 
a monumental speculative movement 
and carry on its regular business 
simultaneously for an indefinite time. 
(See report of Federal Reserve Board 
for 1930; also Reports of National 
Monetary Commission in XVLI Vols.) 

It was the increase in the rediscount 
rate that called forceful attention to 
the situation. It is the rediscount rate 
to which Wall Street looks for guidance. 
Not that the Federal Reserve bankers 
care anything about speculation or 
give heed to it except in a passive, 
academic sort of way. But it dis- 
turbs their dials and sets the indicator 
at the danger mark. And they do care 
about their reserves and the integrity 
thereof and these, after all, are the 
mark and index of a sound banking 
system, of sound banking judgment 
under a system of reserve banking 
(see miscellaneous writings of Paul 
Warburg). 


Where Roses Grow in a 
Bank Window 


“HELP Make Charleston the Rose 
City of the East, by planting one 
or more rose plants during 1928.” 

‘So reads a placard displayed by the 
Charleston National Bank of Charles- 
ton, West Virginia. 

Alongside the placard is a display 
of signature cards and the message, 
“The Pledge for a Rose City. Get 
Blanks Inside.” <A clinching argument 
added, ““There’s always room for one 
more rosebush.” 

The window display by this down- 
town bank was called upon to aid in a 
city-wide development of flowers, much 
as the city of Charleston, South Caro- 
lina, has made itself famous all along 
the south Atlantic Coast for its wonder- 
ful magnolia gardens. —F.B.B. 
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FIRST COST IS THE LAST COST 


FOR USERS OF 


VICTORIA VENETIAN 
wn BLINDS 


like Victoria Venetian 
Blinds very much and feel 
that they have saved us 
plenty of money, and also 
add much to the comfort 
of our tenants.”’ 


ALLEN INVESTMENT 
ComPANY, 
Dantas, Texas. 


For Information and 
Demonstration Write 


ALLEN BLDG., Datase, Taxes 
J. N. McCammon .Architect 


THE BOSTWICK-GOODELL CO. 


Established 1880 


5 to 33 Garfield Avenue NORWALK, OHIO 


Selling Agencies in Principal Cities 


Better Daylight for Less Money 
Reasons 


5 WHY YOU SHOULD INSIST ON 


Burroughs 


Non-Lint 
Adding Machine Paper 


J—Strone enough to 

withstand tension re- 

quired for feeding in 
machine. 


smooth sur- 
face insures a clear 
impression. 


3—free from dust and 
“*paper lint.’’ 


Is Your Mail Private 
or Public ? 


“Aha!~1 see Frank Quinley 
: owes his Bank 
$5000" 


Do you send your private confidential mail 
in envelopes that can be “read through” by 
anybody from the janitor and office boy on up? 


This country-wide need for a private one- 


—Tightly wound rolls piece window envelope is what prompted us 


insure uniform paper 


feed to develope the new 
=. 
5—Clazed finish does not 0 
absorb excessive rib- 
nm ink. This one-piece window envelope renders your 


mail absolutely confidential so far as reading 
through it is concerned—it cannot be de- 
ciphered by prying eyes even when holding it 
before a strong light, thus safeguarding your 
customers’ private business transactions with 
your house. 


Letussendsamplesand 

prices of this wonderful ums), 

You can then judge for yourself their splendid 
merit. 


TRANSO ENVELOPE CoO. 
3532 North Kimball Avenue 
Chicago, Illinois 


Can be secured from the local 
Burroughs office or by writing to 


Burroughs Adding 


Machine Company 
Detroit, Michigan 


Burroughs Adding Machine of Canada, Limited 
Windsor, Ontario 


In writing to advertisers please mention The Burroughs Clearing House 
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Noiseless 


(Patent applied for) 


The“Hallowell” 
Steel Truck 


is equally suitable for carrying 
Bullion or Books. 


Its construction is unique in 
that it is one welded unit of 
smooth, hard steel that won’t 
splinter and wear out—with 
nothing to work loose and noth- 
ing to repair. It rolls on Ball 
Bearing Rubber Tired Wheels— 
easily, noiselessly. 


© 
Standard Pressed Steel Co. 


Box 27 Jenkintown, Pa. 


TODAY 


for our new 


BOOKLET 


which describes the 


(NE OPERAT 


ION 

This System is used daily by 

thousands of Banks nationally. 

We will furnish names of Banks 

in your community using it, upon 
request. 


UNION SAVINGS SYSTEMS 
COMPANY 


LANCASTER PENNSYLVANIA 


ITH direct-mail advertising 
costing from a cent to three 
or four cents or even more per 
piece, plus postage, the low-cost pay 
envelope offers a very real value as an 
advertising “buy.” True, the pay 
envelope lacks advantages that are 
found in the larger, more costly ex- 
amples of direct-mail literature, but it 
boasts features of its own, both ma- 
terial and psychological —in addition 
to the outstanding advantage of ex- 
tremely low cost. 


The payroll envelope enables the bank 
to reach the newcomer to the city— 
promptly. 

It reaches the new resident at the psy- 
chological moment—just when he has re- 
ceived his first wages or salary and is ready 
to establish a banking connection. 

It has the great advantage of repetition. 
It gives the bank twenty-six opportunities 
per year to display its many and varied 
services. 

The ‘om of pay envelopes to an employer 
inevitably engenders a certain degree of 
appreciation and good will for the bank 
rendering this service. 

The payroll envelope often can be used 
as a very efficient vehicle for carrying 
literature descriptive of the Christmas 
club, vacation club and other service 
features. 

This method of direct-advertising insures 
efficient distribution without cost for mail- 
ing lists and postage. 

When the recipient of the pay envelope 
already is a savings depositor, the effort is 
not in vain. The regular, semi-monthly 
message from the bank cannot fail to act as 
a real stimulant toward a larger bank 
balance. 


Just what the pay envelope accom- 
_ plishes is of course impossible to set 
| down in figures. From experience, 


Rn _ however we do know that it is a very 
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Twenty-six “Calls’’ Per Year 
By Julian M. Case 


Dime Savings Bank, Detroit 


valuable advertising medium getting 
actual results. It is not uncommon to 
see a factory or office employee step up 
to the new-account window and, remov- 
ing his or her wages from one of our 
pay envelopes, open a savings account. 
Likewise, the depositor sometimes 
opens his envelope at the window to 
add to his savings fund. This would 
indicate that the pay envelope, with 
its message of thrift, works effectively 
in building up bank balances of present 
customers. 


This method of advertising, we 
believe, gives us an excellent medium 
for popularizing our various savings 
plans such as the “Buy $1000” 
account, the vacation club, the “‘auto- 
matic” plan, etc. These plans appeal 
to the average man or woman and the 
pay envelope gives us a very inexpen- 
sive means of reaching them —and 
often. 


WHILE on the subject of systematic 

savings plans, let me say that dl- 
though they are naturally more difficult 
to“‘sell’’ than a straight savings account, 
yet they are keenly appreciated by 
those seriously interested in accumu- 
lating money. For example, a short 
time ago I noticed a man step up to 
the receiving window and make de- 
posits in six pass books of the “Buy 
$1000” account. In the conversation 
which followed he said he was one of 
our charter or first-day depositors of 
the “Buy $1000” account and that the 
ease with which this plan enabled him 
to accumulate money so impressed 
him, he soon opened five additional 
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CLEARING HOUSE 


accounts, for his wife, children and 
various financing purposes. 

We purchase payroll envelopes in 
million lots and in this quantity the 
price is $1.00 a thousand, or one cent 
for ten envelopes. Included in this is 
the advertising on the face of the 
envelope which consists of our own 
individualized copy while the reverse 
side bears a “stock” advertisement 
relative to thrift, safe deposit boxes, 
checking accounts, etc. A wide selec- 
tion of illustrated advertisements is 
available. A frequent change of copy 
seems highly desirable, for without a 
reasonable variety of layout, illustra- 
tion and copy, the man on the receiving 
end of this plan would soon cease to 
assimilate the message. Fortunately, 
the wide range of “‘stock’’ advertise- 
ments that are now available enables 
the bank to avoid economically any 
possibility of monotony, and without 
undue cost. 

The popularity of the pay envelope 
as an advertising medium for banks is 
evidently increasing. This year, cer- 
tain manufacturers have taken a step 
in advance by bringing out envelopes 
with copy and illustration in two colors, 
one design featuring the Christmas 
savings club, the other the vacation 
club. This would seem a logical move 
on the part of the manufacturer as it 
undoubtedly increases the value of the 
medium to many banks. 

There is a saying that “repetition 
makes reputation.” If that is true, 
surely the pay envelope, which can 
make twenty-six “‘calls’” per year at 
the astonishing total cost of only two 
and six tenths cents, deserves con- 
sideration in your advertising program. 


A Test of Extra Hours 


HE problem of keeping the banks 

open until a late hour in the after- 
noon has received considerable atten- 
tion in some places during the last few 
years. Yet definite information as to 
the benefits to be derived from extra 
hours —either by the bank or the cus- 
tomer—is not plentiful even where 
some plan has been tried. In cities of 
any size it is quite often customary 
for the branches in the outlying dis- 
tricts to open up one or two nights a 
week but for the larger offices in the 
downtown district to close at three 
and remain closed. 

In the spring of 1926 the Grand 
Rapids, Michigan, banks decided to 
try a plan in the downtown offices of 
closing at three, then reopening again 
from four until five-thirty for the 
convenience of factory workers and 
others who found it difficult to get 
downtown during the regular banking 
hours. After a four months’ trial two 
of the banks abandoned the plan 
because experience showed that the 


and TRUST CO. 
38th and Jacob Streets 
- W.VA, 


ADVERTISING 
Should be two-fisted 


Attractive pictures selected from The Belnap Service hit 
your prospect right square between the eyes—attention. 
The text follows with a stiff wallop to the ear—persuasion. 
The battle is won. Desire is created for a Savings 
Account in Your Bank by using Belnap’s two-fisted Pay 
Envelopes. Fill out and send today the coupon below 
for details. No obligation. 


Belnap Envelope Co. 
Battle Creek, Mich. 


Belnap Envelope Co. 
Battle Creek, Mich. DATE 


Gentlemen—Please send samples and prices of Belnap’s two-fisted Pay 
Envelopes and Portfolio describing The Belnap Service in full. 


Name of Officer 
Name of Bank 


City and State. 


STEELSTRONG 


reduced in size) 
BETTER COIN TOOLS KASTENS 
BETTER COIN TELLERS 


TIME 
STAMP 
Cain Manual 


Avoid dis ond 
Tellers’ Moisteners, Lead Seals, rots. 1s 18 
time stamp built for 
Seal Presses, Coin Bags, Etc. long ple | 
economy, smooth, 
quick and accurate 
in action. 
Catalog? Yes, an 
interesting one, too! 
Send for it now. 


HENRY KASTENS, 422-424 W. 27th St., New York City, N.Y. 


Sold by 
Bank Stationers 
verywhere 
For catalog, write to 
The C. L. Downey.Compan 
941.947 Clark St., Cincinnati, O. 
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THE BURROUGHS 


Illustration shows the front 
feed carriage construction of the 
new Burroughs Bank Bookkeeping 
and Journalizing Machine. The 
journal sheet, which is a carbon 
copy of the ledger or statement, 
is inserted around the platen and 
automatically spaces up for each 
posting. The operator, seated at 
the machine, need use only one 
hand to insert, align and remove 
the ledger or statement. Insert- 
ing these forms in the front of 
the carriage eliminates the in- 
convenience and strain of reach- 
ing to turn ledger or statement 
around the platen. 


ADDING BOOKKEEPING CALCULATING AND_ BILLING MACHINES 
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CLEARING HOUSE Sixty-three 


THE NEW BURROUGHS 
FRONT FEED CARRIAGE 
SIMPLIFIES POSTING 


This New Burroughs Bank Bookkeeping Machine has all the 
time-saving advantages of previous machines plus several new 
features that eliminate many manual operations. 


The front feed insertion of ledger or statement is 
much faster than insertion around the platen. 


The front-feed carriage makes possible the use of a 
wide journal sheet. 


Totals of checks, deposits and new balances, auto- 
matically accumulated by the machine, are printed 
at the bottom of the journal. 


The Single Stroke Mechanism normally permits the 
printing of totals or sub-totals by merely depressing 
the total or sub-total key. : 


When more than three checks are to be posted the 
Vertical Posting Bar causes the carriage to space 
vertically and select the proper column for the 
fourth check. 

Dates do not print in any column unless an amount 
or total is printed in that column. Customers are 


not confused by dates without amounts in the 
deposit column of the statement. 


Ribbons can be easily and quickly changed by the 
operator. 


The machine automatically warns the operator, by 
locking, when the end of the journal sheet approaches. 


Whether or not you are interested in the purchase of new 
equipment at the present time, we believe you will want to see 
this new machine demonstrated. Call the nearest Burroughs 
office or mail the coupon. 


Burroughs 
Adding Machine 
Company 
6190 Second Blvd. 

Detroit, Mich. 


I would like to have 
a demonstration of The 
New Burroughs Auto- 
matic Bookkeeping and 
Journalizing Machine. 


Burroughs Adding Machine Company 


Detroit, Michigan 


ADDING - BOOKKEEPING CALCULATING AND _ BILLING MACHINES 
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urroughs 
Chair for Operators 


Comfortable and durable, this new 
Burroughs product promotes efficiency 
and reduces fatigue in office work. Its 
scientific design assures correct posture 
and increased alertness. Because of 
the lessened physical and mental 
strain, the operator’s volume of work 
is noticeably greater. Ideal for use 
with Adding, Bookkeeping, Calculat- 
ing, Billing Machines and Typewriters. 
For more information call the local 
Burroughs office or write to 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


Burroughs Adding Machine of Canada, Limited, Windsor, Ontario 


In writing to advertisers please mention The Burroughs Clearing House 


people did not take advantage of the 
service and that most of the business 
transacted was with people who al- 
ready were customers of the bank and 
simply waited until a little later to 
come in for their business. 

In one of the banks a detailed 
record of all transactions was kept, 
showing the number of customers 
served and the type of business trans- 
acted. A chart was made showing 
the number of checks cashed and the 
amount, showing each deposit received 
and the department to which it was 
to go. It was found that during the 
period from May 1 to September 1 the 
total number of transactions during 
the late hour was only 1,360. Of this 
total 919 or over two-thirds of all the 
business handled, were cashed checks 
on other banks or on the commercial 
department of the bank in question. 

For the four months an average of 
fewer than fifteen persons a day took 
advantage of the late hours to do their 
banking business and ten of these came 
in only to cash a check. 

Of the remaining 441 customers, 
only 105 deposited money on savings 
accounts. The total sum received in 
this department was slightly over 
$5,000, most of which came from old 
customers who would have deposited 
during the regular hours anyhow. One 
new account of $1,300 was received 
but was withdrawn during regular 
hours within fifteen days. In the 
same department there were forty- 
seven withdrawals totaling over $2,500 
so that less than half of the money 
deposited was left in the bank for any 
length of time. Furthermore the 
number of new accounts received and 
new customers served was negligible. 

Advocates of the plan have claimed 
that the greatest benefits would be 
found in the savings department but 
the figures quoted show that the 
business received did not equal the 
expense and inconvenience involved. 

Fully half of the 276 commercial 
deposits received were the daily de- 
posits of one or two customers who 
had previously deposited earlier in the 
day. The rest were deposits of weekly 
pay checks and small sums by persons 
carrying a small checking account 
balance. 

With this data before them the 
officials of this one bank decided at the 
end of the four months’ experimental 
period that the business received did 
not warrant keeping the tellers on 
duty and the vaults open until five- 
thirty when so few people were taking 
advantage of the service.—M. V. 


Restraint 


Talk about self-restraint. Two tour- 
ists recently drove through Paris, 
Kentucky, without giving vent to the 
frayed wise-crack “So this is Paris.” 


PRODUCED IN THE BURROUGHS PRINT SHOP i 
AT DETROIT, MICH., U.S.A. 4070-1U-28-ADV. 
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